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re BEAULIEU YELLOWKNIFE GOLD MINES LIMITED 





It will be recalled that when the Commission 
released the Report of Colonel T.P. O'Connor and 
Mr. JeH-e Collins into the affairs cof this Company, 
it also announced that it was submitting the evidence 
and Report to Mr. CoF.H. Carson, KoC., of the firm 
of Tilley, Carson, Moriock & McCrimmon for an 
independent opinion on whether any further action 
should be taken by the Commission. 

Mr. Carson's opinion has er been given to 

the Chairman of the Commission in writing. As a 
result, no further action is contemplated by the 
Commission in respect of Beaulieu Yellowknife Gold 


Mines Limited. 


Toronto, February 4, 1947 
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Since the Commission's last Reiease concerning 
registrations of brokers and salesmen there is the following to 
report:- 

Méssrs. WeR. Marchment and J.NeS. Dixon, both of 


y officers of Redmond~Carltou Limited applied 


}-3 


Toronto, former 

for registration as brokers in their individuai names. 

Registration was refused and on Review of that decision by the 

full Cozmission, the decision to refuse registration was upheld. 
lire Ge Beresford Powell of Toronto whose registration 

as a broker was cancelled by Order of the Commission on November 

2nd, 1946, applied for a new registration under the name 

Berwell Securities. The Commission has refused the reinstatement. 

Mr. Samuel Grossman of Toronto applied for Review 
of a decision of the Commission refusing him registration as a 
salesman. On Review the decision was sustained. 

Mre Joseph Ae Morgan whose registration as a 
salesman was cancelled some months ago, applied again for 
registration and was refused. On a Review of this refusal 
by the full Commission the refusal was upheld. 

One broker whose application for registration was 
refused has been granted registration after Review by the full 
Commission. 

Another broker whose registration was cancelled has 
been permitted to register as a salesman. | 

The broker's registration of T. Earle Reid 
(T. Earle Reid & Company) of Toronto was suspended after an 


investigation and was subsequently cancelled at Mr. R 





own requeste - 
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The registrations of the following salesmen, 


rormerly associated with the firm of T. Harle Reid @ 


lave been cancelled by Order of the Chairman:- 


eae Boltman eee TOPrON'tO 
John Sherman - TOPrONto 
1 
t. 


Mrosee AL cava Meyman te 
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Written Rexsons In -four of ns. cases dea.it wish 


are herewith released. 


Digitized by the Internet Archive 
in 2022 with funding from 
University of Toronto 


https://archive.org/details/31/61114696347 


THE SECURITIES ACT, 1945 
RE W. R. MARCHMENT AND J.N.S. DIXON, BROKERS 
REVIEW 
Hearing January 6, 1947 


The above-named were the principal otricers and 
Shareholders in Redmoné--Carlton Limited whose xzegistration as 
brokers was cancelled by Order of the Commission dated August 
12th, 1946. They subsecuently applied for re-registration in 
their individual names. Such registration was refused and 
this was a Review by the full Commission of that decision. 


We regret that in spite of the able presentation of 
their case we are unable to conclude that registration should be 
restored. 


We are still convinced that their methods of carrying 
on business were predominatly of the "boiler rocm® type and see 
little likelihood of a change if registration were restored. 
Complaints received even after the cancellation Order of 
Redmond-Carlton Limited became effective only tenc to confirm 
us in this view, 


In the evidence before us this time @ valiant attempt 
was made to prove that the applicants were in the habit of 
obtaining genuine and independent mining Engincering reports on 
the properties they financed or assisted in financing. in our 
view what really happened was that they were in tne main more 
inclined to adopt without question promotional Engineering 
reports designed to encourage public buying in any circumstances 
rather than scientifically to appraise the chences of developing 
the properties in the proper sense, We have not been impressed 
with many of the Engineering reports which have come before us 
and we were not impressed on the evidence before us as to the 
responsibility of these brokers to the buying public. In our 
previous Reasons given at the time of cancellation of the 
registration of Redmond-Carlton Limited we said........"We are 
always inclined to give brokers whose selling methods meet with 
‘our disapproval a further chance where the evidence convinces 
that a bona-fide, constructive attempt has been made to bring in 
mines or industries. Our examination of this firm's record has 
failed to convince us that it has been much interested except 
in its own pecuniary advantage." The evidence now before us has 
not changed our former opinion. 


Neither have we been impressed with the methods 
employed by these brokers in being a party to transactions 
where the treasuries of Companies they were financing have been 
tapped for promoting new activities in which they engaged 
themselves. 


We still do not believe it to be in the public 
interest that the applicants should receive registration, 
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THE SECURITIES ACT - 1945 
RE SAMUEL GROSSMAN - SALESMAN 


Hearing January 28, 194” 





This is 2 Review pursuant to +o borovisions 
of Gection 45 of The Securitics Act following the refusal 
of the Commission to grunt Ms. wrossman reeistration as 4 
salesman. 

Mr. Grossman was refused registvation py the 
former Commission in July, 1945. Tt appears that in KoOriss 
1944, then twenty years of age, he was convicted tur permitting 
gambling on his premisese He did not disclose this 
information in his original application, but within a short time 
of filing his application, he advised the Commigsion of the 
omission, offering the explanation that he did not understand 
the form of application applied to offences other than those 
arising out of trading in securities. 


We do not know how his explanation was accepued 
at the time, but it is a matter of record that for some reason 
hig application was refused. He now seeks to oxplain that 
he was the victim of circumstances, that it was an older and 
more experienced man who accepted bets at his business 
address and that he was innocent of any wrong intentions | 


As already stated he applied for registration 
in July, 1945, with a brokerage firm which has since abandoned 
its registration in the course of the general review of 
registration in pursuance of the provisions of the 1945 Act. 
He goon became the secretary-treasurer of a mining syndicate 
and a director of three gold mines. it is not necessary 
to comment on his lack of qualifications respecting a venture 
upon which he had embarked rather extensively over 4 short 
period, but it is at least significant that he possessed 
neither special nor general business qualifications. But 
we are directly concerned with the fact that after being 
dragged into the professional gambling game, when he turned 
his attention to the mining industry he became associated 
with two individuals whose record in the marketing of mining 
gecurities is now a matter of history, neither of whom have 
enjoyed registration with the Commission for some yearse 


Mr. Grossman has been unfortunate throughout 
4n choosing his associates, thus displaying either a lack of 
judgment, or a tendency which should not be encouraged. We 
consider he should be denied registration until he is able to 
ghow somewhat better judgment and better appreciation of the 
requirements of the role he wishes to assume. The ruling of the 
Commission will not be disturbed. 
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THE SECURITIES ACT - 1945 
RE BERWELL SECURITIES - (G. BERESTORD POWELL) 


2 5 | op f 
Hearing January 31, 19’ 


The above-named broker was investigated and examined 


under oath as the result of some complaints, A& 2 consequence 
his registration was cancelled by Order of the Chairman under 
date of October 21, 1946, He then applied for a review of the 


Chairman's decision and was heard by the full Commission. As a 
result of the review, the Chairman's Order was sustained by 
Order dated November 2, 1946. 

On January 3, 1947, the applicant once again applied 
for registration as a broker under the name of Rerweil Securities. 
This application having been refused, he applied oncss more for a 
review. Ttlisvthis soplication whichis belng desiy wiuh vin 
these Reasons. 

As we pointed out to the applicant's Jounsol on she 
learing, a right is given undsr the Act to appeal to a Judge of 
the Appellate Division of the Supreme Cours.2ron a ascision of the 
Commission refusing registration: 

Just why the applicant chose to ignore wheat right and 
make a new application, we are at a loss to understand from what 
transpired at the Hearing. We have not heard a single bit of 
evidence that was not heard before nor do we believe any different 
interpretation can be put upon it from what we did before. 

Accordingly we are all of the opinion that the Reasons 
given by the Chairman on October 21, 1946 and those given by the 
Commission on Review on November 2, 1946 are still valid and sound, 
In other words, we are not able to conclude that it is in the 


public interest that the applicant should receive registration. 
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THE SECURITIES ACT - 1945 
JOSEPH A. MORGAN - SALESMAN 
Hearing February 13, 1947 





Mr. Morgan's registration as a salesman wae cancelled 
when his record was reviewcd pursuant to Section 45 of the 
Acte He has now on regusst been granted a re-hcaring. 

He has not been able to introduce any new evidence nor 
indicate that the Commission made any error or omission in 
analyzing his record on the former Review. He places his 
Claim to reinstatement solely on compassionate grounds. We 
realize that a combination of circumstances may have rendered 
it most difficult for Mr. Morgan to gain a livelihood. But 


we do not feel we can undertake the grave responsibility of 


reinstating a person, who over a period of eightsen years has 
consistently resorted to objectionable and irrcesinr selling 
methods. We doubt, in fact we are fairly convinced, that 


he could not have made even 2 bare living in the past, without 
recourse to such methods. in short he lacks the capacity to 
become a reasonably successful salesman from a financial 
viewpoint, if he adheres to the rules and regulations governing 
the sale of securities. 

However good Mr. Morgan's present intentions may be, 


under adverse selling conditions he is almost certain to 

revert to his former methods. We are confident that we have 
correctly assessed Mr. Morgan's true situation, and accordingly, 
having regard to our duty to the public, are unable to grant 


his application. 
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The Ontario Securities Commission announces the 
following decisions in regard to Hearings having to do 
with registration of brokers and salesmen. 

Mr. AeE. DePalma of Toronto made application to 
the full Commission for re-registration as a broker. The 
application was refused. 

Mr. Irving Spellman of Toronto made application 
for re-registration as a salesman. His application has 
been refusede 

Messrs. Arthur C. Gardiner, Samuc]l Boltman, John 
Sherman and Murray Sherman, all of Toronto, applied to 
the Commission for Review of the Chairman's decision 
cancelling their registrations as salesmen. The Chairman's 
Order has been confirmed. 

Mr. W.S. Kirkham of Toronto applied for Review of 
the decision of the Commission refusing his registration 
as a salesman. Immediately prior to the date set for 
Hearing, Mr. Kirkham gave notice of abandonment. As a 
result the refusal remains in effect. 

Reasons in writing for all decisions except that 


with regard to Mr. Kirkham are appended. 
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THE SECURITIES ACT, 1945 
RE Ae EH. DePALMA - BROKER 
Hearing March 31, 1947 
REASONS 





Mr. DePalma was one of those brokers whose 
registration was reviewed in the early part of 1946. As 
a result his registration was cancelled at that time. He 
applied for registration again early in 1947. On being 
refused by the Commission he applied for a Review by the full 
Cownission, which took place March 31, 1947. 

His desire to hold registration seems to be actuated 
by the fact that he believes a certain stigma attaches to his 
name by,reason of having had his registration cancelled, as a 
result of which it is very difficult for him to raise monies 
for the promotions in which he retains an interest. It is 
to be noted however that he claims to have been able to add 
considerable sums to the treasuries of companies in the course 
of financing without benefit of registration. 

DePalma's business was acquired by one, Robert 
Mitchell who is now operating under the name of Robert Mitchell 
and COumpany. DePalm: ws.rotests he has no financial interest and 
Mitchell has sworn to the same thing. It does seem to go beyond 
the mere arm of coincidence that all of the deals being specially 
promoted by Mitchell and Company are deals of which DePalma was 
the promoter or underwriter. DePalma admits that all selling 
literature going forth from Robert Mitchell and Company is 
submitted to him and subject to his direction. We have gone 
rather carefully into some of that literature, particularly 
that relating to Tantalum Refining and Mining Corporation of 
Anerica Limited. We find it objectionable and of a distinctly 
high-pressure character. The estimation of "future market 


potential" is particularly objectionable. Mr. DePalma places 
a iii 
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the responsibility for this upon the estimates provided by 
Dre Gardner, the Consulting Engincer. It is of.course 
clear that Dr. Gardner has a definite financial interest 
in the stock selling campaign. Dr. Gardner is not on trial 
before us at this time. Mr. DePalma must accept responsibility 
for the document in question. We think he must accept 
responsibility as well for a document which is silent on tne 
mechanical and other difficulties encountered in the operation 
and in that sense at least is hardly up to the standard 
expected in connection with the principle of full plain 
and true disclosure. There are other matters contained in 
the circular of a misleading nature. 

We are all of the opinion that Mr. DePalma hag not 
as yet learned the standards required under The Securitics 
Act, 1945 in connection with the selling of securities to 
the: publics. Accordingly we do not see fit to alter the 


decision of the Commission refusing his re-registration. 
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THE SECURITIES ACT, 1945 
RE IRVING SPELIMAN - SALESMAN 
Hearing March 26, 1947 


REASONS 


Mr. Spellman was refused transfer of registration 
from one firm of brokers to another some months ago and 
his registration was cancelled. Ha applied for a Review 
by the full Commission. The Hearing took place on 
Scotember 19th, 1946 and Judgment was given October e2lst, 
1946 confirming the cancellation. 

Under date of February 12th, 1947, Spellman re- 
applied for registration as a salesman with Join H. Batten 
& Company. His application was again refused. Once again 
he asked for a Review by the full Commission and once again 
he has been heard. 

We find nothing new introduced in the way of 
evidence whatevere We are simply being asked on Review to 
reverse our former decision with no new matter of principie 
being argued and no real evidence being introduced. Mer . 
Spellman has changed lawyerse That appears to be the only 
thing newe 

Our decisions in these matters are not lightly 
made. They are arrived at after a careful hearing and 
almost always are given in writing. We cannot subscribe to 
any such principle as Counsel appears to be putting before us 
here. If we had intended a suspension we would have said so. 

There is nothing before us to justify our altering 
the former decision. The decision refusing registration 


is sustained. 
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THE SECURITIES ACT, 1945 
RE ARTHUR C. GARDINER, SAMUEL BOLTMAN 
JOHN SHERMAN AND MURRAY SHERMAN, - SALESMEN 
HEARINGS ON REVIEW March 25 and April 25, 1947 
REASONS 





The above named salesmen, all of Toronto, were in 
the employ of the brokerage firm of T. Earle Reid & Company. As 
a result of numerous complaints received, the Commission made a 
thorough investigation into the firm's activitics. It was ound 
that the operation was nothing more or less than a high-pressure 
"boiler" room. The extent of it may be appreciated from the fact 
that the commissions paid these salesmen in a period of about 
three months were - Gardiner - $34,588.00 - Boltman - $12,994.00 - 
John Sherman - $13,491.00 - Murray Sherman - $12,404.00 or a total 
amount in commissions to these four salesmen alone of $73,477.00. 
There were other salesmen as well. These four had a pooling 
arrangement and were paid in common 123% on sales of Silver Arrow 
stock and 7% on sales of Brand and Millen. Gardiner as hend of 
the salesmen received an additional 25% from his employer on all 
sales, which accounts for the extra large amount paid him. 


In the course of the investigation it was ascertained 
that T. Earle Reid operated some 19 different fictitious or 
"dummy"accounts.e The salesmen were paid in cheques the following 
amounts - Arthur Gardiner - $10,708.00 - Boltman $6,200.00 -~- 

John Sherman - $7,032.00 ~ Murray Sherman - $6,464.00. The 
difference between the amount of the cheques and the full 
commission as given above was paid them in cash without any record 
in the books and the cash was obtained by the manipulation of 
fictitious transactions through the "dummy"accounts. 


As @ result of the investigation the broker T. Herle 
Reid surrendered his registration and a cancellation order was put 
through. 


In the course of the investigation Mr. Reid was 
examined under oath and when the situation regarding paying 
salesmen partly in cash without records in the books and the 
operation of dummy customer accounts was put to him he stated 
substantially that in his experience the operation of dumny 
accounts was quite usual in the brokerage business and that the 
salesmen refused to work unless some arrangement were worked out 
so that they would be paid partly in cash and the records would 
only show as income what they had received by cheque. To quote 
Mr. Reid's exact words:- "Q. So that this additional payment 
is to avoid income tax? A. That was the prime.reason. It was 
at their request and I could not hold them otherwise." 


After Mr. Reid surrendered his registration and as 
a result of the evidence obtained during the investigation, the 
Chairman made an Order cancelling the registrations of these four 
salesmen. They then requested a Review by the full Commission. 
The Review as to Boltman and the two Shermans was held March 25th 
and as to Gardiner April 25th, 1947. 


At the hearing of March 25th, 1947, Mr. T. Earle 
Reid was summoned as a witness. After asking for the usual 
protection, he proceeded to tell us that he had no such 
arrangement with the salesmen as he had previously testified 
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to under oath. The salesmen have denied any such arrangement 
throughout. 


It is rather obvious to find good explanations or 
why Mr. Reid's first testimony is more likely to be true tnan 
what he gave later. We shall not labour the matter. WS 
not believe’ the salesmen's testimony nor do we believe the 
evidence given by Reid on March 25th, 


This brokerage house undertook a specializes 
concentrated telephone operation - in other words a boiler roou. 
These salesmen are all specialists on telephone selling ib 
seems to be a prevalent idea on sections of Bay Street that 
because the Act makes telephoning to a private residencs an 
offence, a boiler room can be operated as long as there is no 
proof of telephoning to a’ private residence. Lt must now 06 


overlooked that. there is an obligation on this Commission ‘to 


o ] = 
cancel registrations when the Commission deems it.to be in the 
public interest. People who undertake the operation of boiler 
rooms must be assumed to be willing to stake their registrations. 


Salesmen who participate should realize they take a similar risk. 


The Chairman's decision is upheld and the 
registrations of these four salesmen will remain cancelled. 
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On 15th May, 1947, the Honduras Consolidated 
Mines Limited completed its filings with the Commission 
and permission was granted to it to trade in its shares 
with the public. According to the filings the only asset 
of Honduras Consolidated Mines Linited was 19,994 shares, 
out of an authorized 20,000 shares of Minas Antiguas, a 
Honduras Corporation which owned gold claims in Honduras. 
Upon representations of the President of 
Minas Antiguas to the effect that the validity of the transfer 
of the said 19,994 shares of Minas Antiguas to Honduras 
Consolidated Mines Limited is being attacked in the Civil 
Courts of the United States, the Commission has to-day 
issued an Order stopping all trading in the course of 
primary distribution in the shares of Honduras Consolidated 


Mines Limited. 
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FOR RELEASE TUESDAY, JUNE 17/47 - 4.15 p.m. 


The Commission has been conducting an 

investigation for some time into the affairs of 
C.M. Nakashidze, a registered Toronto broker, 
carrying on business as C.M. Nash & Company. Upon 
receipt of advice from the solicitor for Mr. Nakashidze 
that he is making a voluntary assignment in bankruptcy, 
the Commission yesterday cancelled the brokerages 
registration of C.M. Nakashidze. 

The investigation is continuing. The 
public will be further advised in due course of any 


subsequent developments. 
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As a result of the Commissionts investigation into 
the affairs of C.eMe Nakashidze, who has been carrying on 
business as a broker under the name of C.M. Nash & Company, 
three charges of theft have been preferred against Mr. 
Nakashidze by the Commission. The charges are that Mr. 
Nakashidze stole sums totalling $24,000.00 from Seelite 
Enterprises Limited, a company of which he is a Director, 
and which was promoted by CeM-e Nash & Company. 

As was previously announced, Mr. Nakashidze has 
made an Assignment in Bankruptcy, and Mre EeGe Clarkson 
of the firm of EsR.C. Clurkson & Sons, 15 Weilington Street, 
West, has been appointed Custodian. Creditors of Mr. 
Nekashidze and C.M.e Nash & Company are advised to file 
their claims with Mr. Clarkson. 3 

Shareholders of Seelite Enterprises Limited and 
Enterprise Finance Limited, are advised that the Commission 

is informed on behalf of the Directors of these companies, 
that shareholders meetings are to be called in the near 
futures 

The Le rouuee ar on by the Commission is 
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The Ontario Securities Commission announces the 
following decisions with respect to registration of 
brokerse 

The Commission's refusal to register Mr. Roy Hamilton 
(Roy Hamilton & Company) Toronto, for the current year 
has been upheld. Mr. Hamilton applied for a Review and 
then subsequently abandoned his registration. He now 
holds no registration from the Commission, 

The Comaission's refusals to register Mr. HN. Hansen 
(H.N. Hansen & Company) Toronto and Mr. GeCese McMacken 
(G.C.« McMacken & Company) Toronto have been confirmed. 
These brokers no longer hold registration from the 
Commission. 

Reasons in writing are appended with respect to Mr. 
Hansen and Mr. McMacken. 

In the case of Skynner Lake Gold Mines Limited ~ 
application of The William J. Skynner Estate for release 
of vendors' shares from escrow, the Commission has given 
its consent to release of the shares. Reasons in 


writing are given herewith. 
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ONTARIO SECURITIES COMMISSION 
THE SECURITIES ACT, 1945 
H. N« HANSEN & COMPANY 
HEARING 23rd and 27th of MAY, 1947 
REASONS FOR DECISION 


This is an appeal to the full Commission, following 
the Commission's refusal to renew H.N. Hansen & Company's 
registration as a broker for the current year commencing the 
lst of Apraly Lea). 


We are prepared to rest our decision upon the 
determinetion of the question which normally arises in appeals 
of this kind, namely - whether the broker lived up to the 
required standards in dealing with his customers. In this case 
however there are other factors to be considered in determining 
whether it is in the interest of the public that this broker's 
registration should be restored. tThegoururther facuore are... 
revealed in the comprehensive report made by the auditing staff. 
It appears that H.N. Hansen, recorded as the sole owner of the 
brokerage business bearing his names, completely usurped the 
duties of the officers and directors of Bruin Yellowknife Gold 
Mines Limited both in making the necessary arrangenents to market 
the Company's shares and in the management of the development 
work undertaken at the property. These complaints could not 
have developed if the directors had been alert, and without 
the assistance of the Secretary-Treasurer, who was also a 
bookkeeper in the broker's office. 


We are primarily concerned with the conduct of the 
broker in relation to the public and this in turn rests for the 
most part on whether he should be fixed with responsibility for 
the conduct of one, Henderson in selling Bruin shares. The 
question is a narrow one, as little attempt, if any, was made 
to either excuse or deny the sales tactics employed by Henderson, 
who was actively engaged in selling Bruin Yellowknife shares 
during the months of April to July, 1945, both inclusive. 
Henderson had not been registered as a salesman since the year 
1938, and his application for registration as of March, 1945 
had not been grantede He was not employed by Hansen as a 
salesman, but was given a call on 100,000 shares of Bruin 
Yellowknife, the issue Hansen was sponsoring. The evidence 
establishes that he used Hansents office as he chose and to all 
intents and purposes he enjoyed the same privileges as a 
registered salesman, solely because Hansen provided the necessary 
background e Some measure of his successful sales campaign is 
attributable to the fact that a registered broker formed an 
outwardly respectable background to his sales campaign. Even 
if Hansen did not actually support the representation made by 
Henderson, he knew of the sales methods being employed and that 
Henderson had a large block of shares under his control, in order 
to continue his high-pressure methods. Despite this Henderson 
continued to have the freedom of the broker's office and in fact 
drew $100.00 per week over a period of 12 weekse The explanation 
offered regarding these payments is not convincing and would seem 
to imply that Hansen was willing to employ Henderson outright as 
a galesman, if he could obtain registration. On these facts 
we consider we must fix the broker with responsibility for the 
conduct of Henderson. 


On the other branch of the appeal, we are inclined 
to believe that Hrensen endeavoured to develop a mine, but with 
this practical qualification, that in the course of his attempt 
he was going to look after his own interest, in his several 
capacities throughout. If as a result of the facts disclosed 
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by the auditorts reports, we could find that he had acted in a 
fair, impartial manner, we might have seen our way clear to give 
him the benefit of any semblance of doubt, respecting the 
Henderson episode. 


Mr. Hensen stresses the fact that the gross proceeds 
from a substantial block of Bruin shares were placed in the 
Company's treasury without deduction for selling costs. The 
option agreements were taken in the name of one, Shiels, without 
being approved by the Bourd of Directors, until after the 
Company became inactive. The options were exercised and 
financed by Hansen, the resulting profit was in excess of $37,000.00 
and Hansen's gross profit on resale to the public was in excess of 

25,000.00, The report further reveals that the broker sold over 

0,000 shares to the public, in excess of the number of shares 
issued under the option agreements; which established the fact 
that Hansen was busily engaged in selling his own shares or those 
of his associates to the prejudice of the interests of the Company 
in marketing its treasury shares in order to obtain funds for 
development. In the meantime the costs of advertising to 
create a market was charged to the Companye 


After arranging for the financing of the Company to 
suit his own purposes, Hansen took over the management of the 
development work and expended the Company's funds without 
authority « He engaged the vendor of the mining claims as 
manager of the property and forwarded him large sums of money 
without seeking an accounting. He has offered no explanations 
to findings of the Auditor that substantial amounts were expended 
by the manager at Yellowknife on ventures in which the Bruin 
Company had no interest. Not content with this scompléte 
usurpation of the duties of the directors, he involved one of the 
directors directly in an irregular transaction by purchasing a 
used diamond drill from the director with Company funds, thus 
ignoring the provisions of Section 93 of The Companies Act, 
requiring full disclosure to the Board of Directors of any 
transactions with a Company in which a director has an intereste 
Moreover, the purchase appears to have been a most improvident 
One « 


The conduct of the directors is not under reviewe 
We are concerned with the conduct of the broker in relation to 
his customers, but we cannot escape the fact that even if ore 
had been discovered in commercial quantities on the Bruin property, 
the chances of the shareholders making a profit were very remote. 
We consider that the combination of complaints against the broker 
is formidable. He, at least, indirectly aided Henderson's 
objectionable sales methods. He manipulated the financing of 
the Bruin Company and lastly expended the Company's funds without 
authority and in some cases improperly. It is not in the public 
interest that a broker should be permitted to take advantage of 
an indifferent Board of Directors and so create a situation in 
which there is a continual conflict between his interests and that 
of the Company whose issue he is supposed to sponsore 


The appeal will be dismissed. 
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ONTARIO SECURITIES COMMISSION 


THE SECURITIES ACT, 1945 

RE G. C. McMACKEN - (G. C. McCMACKEN & COMPANY) 
HEARING MAY 5, 1947 
REASONS FOR DECISION 


Sometime in the early part of 1946 the registration 
of the above-named broker was subjected to a Review by the full 
Commission. At that time it was decided to take no disciplinary 
action and Mrs McMacken was allowed to retain his registrations 


The Commission did not reach its conclusion at that 
time because evidence of objectionable methods and high-pressure 
selling was lacking altogether, but because it felt that with 
another chance Mr. McMacken might become a constructive force 
in the brokerage business.» 


Since that Hearing the Commission has been in receipt 
of a great many complaints about the McMacken way of doing 
business. As a result, the Commission had no alternative but 
to subject the registration of Mr. McMacken to a further Review. 
This took place May 5, 1947. 


We have come to the conclusion reluctantly that Mr. 
MceMackents registration cannot be continued. The selling 
methods employed in his business are of the boiler room type 


and distinctly high-pressure. In our opinion he is irrespons- 
ible, both in what he offers to the public without thorough 
investigation and in his duty to his clients. His technique 


of selling mining stocks on the strength of quotations as to 
selling price and then refusing to make a market for those who 
wish to resell, we find quite objectionable. We do not by any 
means suggest that a broker selling mining shares must maintain 
a market. We do however suggest that if he sells on an implied 
undertaking that there is or is going to be a market for resale 
then he must live up to that undertaking. If he makes it 

clear to the purchaser that there is no intention of maintaining 
a market, the purchaser must be taken to have bought on thaw 
understanding. Mr. McMacken has followed the pattern of 
offering mining stocks on an implied undertaking that there will 
be a market. He has used an office publication to quote 

"bid and asked prices" when he knew there was no real market. 


We are all of the opinion that McMacken is 
irresponsible and does not conduct business on the standards 
required by The Securities Act, 1945. His registration is 
cancelled. 
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ONTARIO SECURITIES COMMISSION 


THE SECURITIES ACT, 1945 
RE SKYNNER LAKE GOLD MINES LIMITED 
AND IN RE APPLICATION ON BEHALF OF ESTATE 
OF WILLIAM J. SKYNNER FOR RELEASE OF 300,000 


ESCROWED SHARES 
Hearing June 25, 1947 





On the original application to the Commission for 
release of the shares from escrow an Orcer was made that the 
Conaission's consent to release would goe The Company which 
opposed the release applied for a Review before the Tui 
Commission. The Review was held June 25, 1947. 


Tho Company takes the position that release of the 
ghares would probably depress the market and place a serious 
obstacle in the way of further financing and result in litigation. 
It also invokes the old equitable doctrine that the applicant is 
in effect seeking equity and in view of his relationship with 
the Company in the past does not come with clean handse 


The late Mrs Skynner was a prospector. In the month 
of September, 1936 he gave an option under seal to Herbert M. 
Gearruthers, a broker and Percy A.. Kindree, the present president 
of the Company to purchase a mining claim number H.R. 940 for 
300,000 shares in a company to be formed, the shares to be 
held in escrow subject to release on the consent of the Ontario 
Securities Commission. In the same document on their part the 
optionees covenanted to purchase the shares at .25¢ per share 
after the Ontario Securities Commission had consented to their 
release from escrowe The optionees apparently assigned their 
interest in the option to the Company after it was formed though 
no formal documents of assignment were produced at the Hearing. 
Litigation ensued between the Company and Skynner as a result 
of which the Supreme Court of Ontario made an Order vesting the 
mining claim in the Company. 


The Company acquired quite a number of claims and 
subsequently did further financing and exploration and developme nt 
work until now there are only some 209,000 shares left in the 
treasury and a great deal of money required before the mine can 
be brought into production. 


It will be noted that these shares have been held in 
escrow for upwards of ten years.e. The Commission is now called 
upon to exercise a diseretion as to whether it should give its 
consent to release. 


tn our opinion the fundamental reason for requiring 
vendor's shares to be escrowed is to permit the sale of treasury 
ghares to be made so that the money thus obtained will go into 
expenditures on the property without having vendors! shares 
thrown on the market during the course of primary financing and 
thus handicap the chances of sale of treasury shares and actual 
development of the property-., There was a time when vendors! 
shares were sold along with treasury shares and the purchaser 
had no assurance that his money was going into the mine and not 
into the pockets of promotional interests. Under the present 
system vendors! shares are only released for sale in proportion 
as treasury shares are sold. Counsel for the Skynner Estate 
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argued quite vigorously that thisf amounted to confiscation. 
Confiscation is a harsh sounding Jword. We do not think it is a 
good word to use. There may be j/some confiscation of the right 
to realize within a certain time/but that is quite different 
from confiscation of the shares. At any rate the escrow in 
this case was as in practically all such cases of a voluntary 
character. 


However, these shares have been escrowed for ten years. 
In the meantime management has disposed of all treasury shares 
except some 209,000, without bringing the mine in. In other 
words, management has had a reasonable chance. Besides this 
the president of the Company is on a covenant to purchase the 
Skynner Estate shares at .25¢ a share. This seems to us to go 
a long way to explain why the Company officially opposes the 
application. We follow the principle that a bona fide 
prospector is entitled to special consideration or else how 
could he carry on his occupation if the resultant rewards are 
tied up in escrow for indefinite periods. We see no different 
matter pf principle involved because Mr. Skynner died in 1939. 
His Estate and heirs should stand in the same relative position. 


We do not feel in this case we should venture into the 
realms of the equitable principles which the Company invites us 
to do. It seems to us these matters are not specially relevant 
to the problem confronting us. 


Accordingly we have decided that the consent of the 
Commission should be given to the release asked for. We 
also follow the principle in this case that all the holders of 
vendors! shares are entitled to be treated alike and the 
consent of the Commission will extend not only to the release 
of the shares owned by the Skynner Estate, but to the vendors' 
shares owned by all others in a similar position. 


5 aN ‘et ieee oa 
| One BOR aed ” ompie: hw oS pingylires og eseges TO “its 
ar ae "a90gae Srinieias Rosie cic OS CW nialaxa oF yew anole : 
rk Sh RT Atied 2 tant: aio kemtng:: pat wollot a: sto btsotigan: 
Wok pelo rte, aoktemesteios. tetooge od Reldling: 62. apes pied 
| “pte niowen Joiadiceot off ti wotsnquneo afd Ao. Wrtas oid LLG 
: Parte: On poe) BM) ‘ew tho breg atinitebae 40% WOSORG why Ese: eit 
- eecRt wk Gere TEC i waaiooad hovi owns: ehqhteet ty. Aq eaten’ 
petition ovbdstos, eof: ody. nt Dante ‘biugde ested bike § pores ‘awh 









on ae Gad. ertu tiey ibaa ee eugo bt itt nk foot god ob oe; 
. “Gut vipat YreOD odd dotedw” ‘is Perrier pidetinpe oa? ke Listen 
tee soak bi mic aha Aa: big 12. Lod feat owed’ ee Of ames Gl 6 oh OF 
et eae Meme ey a here baie: Wi dhol LL TROS tase nok or vag Py a 


ate ae ficenoo, end’ 4 swale hébibeh’ eat: om. ‘ele Jferoook 7 
ve ee UE ee, aed Gene d ger. Oe ie Havig bLvore- Pein desc 
ect pony ‘pat Tin) todd wade hae: ciahaebie ots. MOLLOT vate 
Sioa BEF, Bas: byes betgond od 69 ‘he Lthe ne at) pee : ma: Hibs 
‘penoiot edt 0 son FOR: baetxe. Lilv soleeianos, ent “to to dst bi 
“Wee tne pay be gud ernst era CHE’ COs UF Bormec BORE! te. oid 
LS eh a aac <hiicke “a STG Ato Lip ‘et Bis he eevee 


Seating ie i. 
Unite 














PARLIAMENT BUILDINGS 


Gov Doe TORONTO 





ONTARIO 


ONTARIO»SECURITIES COMMISSION 


27 


“iD : re Py eae ‘ \ / 
Lav tun g \ ret Wake or Drokem Gud Salotumen 


FOR RELEASE TURSDAY, SEPT, 2/47 - 4.15 pem,. 


Since the last Release by the Commission 
several investigations and Reviews have taken place 
during the month of August. As wu result the Commission 
has to report the following decisions:- 

In the case of re Lackie Prospecting Syndicate 
(Mr. MeP. McDonald, Toronto, Ontario) the decision of 
the Commission refusing Mr. McDonald exemption under 
section 19 of the Act as a prospector to enable him to 
sell syndicate units to the public has been upheld on 
review. 

Tn the case of re Charbay Prospecting Syndicate 
(Mr. Henry Charbonneau; Yellowknife, N.W.T.) the decision 
of the Commission refusing Mr.eCnarbonneau exemption under 
section 19 of the Act as a prospector to enable him to seil 
syndicate units to the public has been upheld on revicw. 

The decision of the Commission refusing registration 
to Mr. Thomas Montgomerie as a security salesman has also 
been sustained on review. 


Written Reasons in all three cases are appended. 
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ONTARIO SECURITIES COMMISSION 


THE SECURITIES ACT, 1945 
RE CHARBAY PROSPECTING SYNDICATE 
RE HENRY CHARBONNEAU 
Hearing August 7th, 1947 





This is an application by Mr.Charbonneau for review of 
the decision of the Commission ruling that neither Mr. 
Charbonneau nor the members of the syndicate are entitled to 
the benefit of the exemption contained in section 19 (1) t of 
The Securities Act. The effect of the decision is to make 
Mr. Charbonneau liahle to prosecution if he attempts to gell 
units of the syndicate to the public as a prospector. 


Mr. Charbonneau was the vendor of the mining claims of 
Bruin Yellowknife Gold Mines Limited. The affairs of that 
Company were very carefully investigated by the Commissicn in 
connection with the case of H.N. Hansen & Company, recently 
reported. 


Besides being the vendor of the claims, Mr.Charbonneau 
was made Field Superintendent of Bruin Yellowknife Mines Limited 
to look after some drilling being done by that Company in 1945. 
In that connection he had control of certain trust funds 
belonging to that Company. His methods of handling the funds 
in our opinion were very questionable and irregular to say the 
least. 


His activities suggest that he was more interested in 
cooperating with Hansen as a broker than in administering the 
affairs and monies of the shareholders of the Company as a 
person in his position should be expected to doe 


His activities such as we have become acquainted with 
suggest to us that he is the type of operator wno is most 
irresponsible as far as the interest of the public is concermmed. 
Accordingly we believe that he is not entitled to the exemption 
to prospectors provided by section 19 (1) t. 
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"10.(1) Only a person who is a member of the 
Association or who has obtained a 
license shall be entitled to take and 
use the title "Professional Engineer," 
or "Registered Professional Engineer" or 
any abbreviation thereof, or except as 
herein otherwise provided to take and 
use the title "Engineer" or any abbreviation 
thereof in such context or in such a mannex 
as to lead to the belief that he is a 
professional engineer." 
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ONTARIO SECURITIES COMMISSION 


THE SECURITIES ACT, 1945 
THOMAS MONTGOMERIE - SALESMAN 
Hearing August 7th, 1947. 


This is an appeal to the full Commission following the 
refusal of the Commission to grant Mr. Montgomerie registration 
as a salesman for the current year. 

Mr. Montgomerie has previously been registered both as 
a broker and a salesman. His registration as a galesman lapsed 
as of the 3lst of March, 1939. In the meantime he has been : 
employed in the tyne of work in which he received his early 
training, and in which he apparently is highly proficient. AG 
the age of 54, as a result of a change of Ownership of the 
Company with which he was employed, he now finds himself out of 
employment, at an age when it is difficult to start afresh. 

In the face of a most unsatisfactory record from 1928 
to 1939, and after a lapse of over eight years, he wishes to 
again engage in the sale of securities. It is evidently not a 
matter of choice, but a matter of immediate necessity. TS irs 
unfortunate that a man who apparently is capable of rendering 
valuable services in the field in which he was trained should be 
forced into this position. But we are unable to assist him. 
We are convinced that he is incapable of making a living as a 
security salesman throughout the ups and downs of the market 
and still maintain proper standards, particularly in the matter 
of accounting to his clients for the funds and securities 
entrusted to him. 

He was constantly in difficulty in the matter of 
accounting, according to the records and there is very little, 
if any dispute as to the correctness of the records. 


The appeal is accordingly dismissed. 
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Since its last periodic release the full 
Commission has heard on Review the application of 
Huclif Porcupine Mines Limited and other shareholders 
for release of escrowed shares of Porcupine Reef Gold 
Mines Limited. 

On Review the Commission has varied to 
some extent its decision on the original application. 
The release of the shares is authorized effective 
November 1, 1947. 


The Commission's reasons for its decision 


are released herewith. 
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ONTARIO SECURITIES COMMISSION 
THE SECURITIES ACT, 1745 


RE PORCUPINE REEF GOLD MINES LIMITED 
AND IN RE APPLICATION BY HUCLIF PORCUPINE MINES LIMITED 
ON BEHALF OF ITSELF AND OTHER SHAREHOLDERS FOR RELEASE 
OF CERTAIN ESCROWED SHARES 
Hearing September 9, 1947 





On the original application to the Commission there were 
two issues involved (1) as to whether the Commission had sole 
jurisdiction with respect to the consent required for release 
of the shares from escrow and (2) assuming the Commission had 
such jurisdiction, should it give its consent to the release 
and on what terms. The Commission decided it had sole 
jurisdiction without the consent of the directors being required 
and refused to give its consent without prejudice to a further 
application to be made at the end of five month's time from 
July 29, 1947. 

The applicant asked for Review of the decision pursuant 
to section 45. 

Apparently the shares in question were first escrowed 
with the Trusts & Guarantee Company Limited in 1935. The escrow 
agreoment at that time does ‘not appear to have been completed and 
a subsequent escrow was entered into in 1936 and certificates were 
redeposited with the Trusts & Guarantee Company Limited subject to 
release on the consent of the Commission. Some of the shares so 
escrowed have been released from time to time until there are 
some 449,619 shares left in escrow of which 249,619 are now owned 
by Huclif Porcupine Mines Limited and 200,000 shares owned by one 
F.N. Walsh. 

According to the evidence an agreement was entered into 
between the Company, Porcupine Reef Gold Mines Limited and Broulan 
Porcupine Mines Limited whereby the latter Company undertook to 
advance funds for development of the Porcupine Reef property and 
took an option on shares of Porcupine Reef. Funds have been 


-pick up next page - 
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provided in substantial amounts and there remain some 550,000 sharcs. 
still under option at an average price of..42¢.- Porcupine Reef 
Gold Mines Limited at the time of the review was: in debt to Brouwler. 
to the extent of some $59,000.00. 

The contention of Porcupine Reef officials is that the 
putting on the market of the escrowed shares would gravely interfere 
with the present development plans oe Broulan finds it necessary 
from time to time to dispose of certain of the Porcupine Recf 
Gold shares obtained under option in order not to impair its own 
finances. 

The point is also taken that the circumstances under 
which Huclif Porcupine Mines Limited obtained its shares are’ very 
suspicious and open to question. This is a matter which has been 
litigated before the Courts and we feel that we cannot do other- 
wise than give effect to the Court's decisions. 

These shares have been long held in escrow, over eleven 
yearse They were originally issued for the proporty. The great 
bulk of shares placed in the escrow have been released. We think 
that on the general principles heretofore enunciated in the 
. Skynner Lake Gold Mines case we should on balance authorize tho 
release of the shares from the escrow. 

This will be the order of the Commission on Review to 


become effective the lst day of November, 1947. 


Toronto, October 4th,’ 1947. 
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ONTARIO SECURITIES Tithe pace ee 
For release Tuesday, October 14/47 - 4,15 p.m. 


RE RELEASES OF STOCK FROM ESCROW 
MINING ISSUES 


For some years there has been an unwritten 
administrative rule in the Ontario Securities Commission 
permitting release of one share of escrowed stock for each 
share of treasury stock sold. 

For some considerable time the Commission has 
been conducting a survey to ascertain the effect of this rule 
in so far as the investing public is concernede The Securities 
Act (1945) requires full, plain and true disclosure of all 
material facts relating to the issue. The administrative rule 
previously employed by the Commission is not generally known 
to the investing public and in our opinion has the effect of 
non-disclosure of a matter which the public is entitled to 
knOWe 

We are als@ of the opinion that the ruie has 
been taken advantage of to an unwarranted degree by some 
operators who through its operation have been able to obtain 
an undue amount of money for themselves in comparison with 
what has been put in Company treasurics. 

Accordingly the eommtaat on has determined to 
abrogate the rule. In the future releases of stock from 
escrow will only be authorized by the Commission when the 
Commission is satisfied that the financial position of the 
Company's treasury warrants the release of escrowed shareSe 

The Commission is considering the advisability 
of making new regulations with regard to escrow and release 
of escrowed shares. Some such action may be expected in the 
near futuree Meanwhile all applications for releases of 
stock from escrow must be accompanied by comprehensive and 


accurate Company financial statements. 
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FOR RELEASE WEDNESDAY, DECEMBER 10th, 1947 - 4,00 p.m. 


In connection with its Reviews held during 
the month of November, the Commission has to report in the 
case of Tri-Crow Exploration Prospecting Syndicate (Mr. William 
Slewidge, Toronto) a ruling has been made that Mr. Slewidge is 
ne longer permitted to engage in the sale of the Syndicate 
units.. The Commission's reasons are attached, 

In one other case, upon Review, the Commission 
has permitted registration of a broker previously refused 


registration by ruling of the Chairman, 
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THE SECURITIES ACT —~ 1945 
RE TRI-~CROW EXPLORATION PROSPECTING SYNDICATE 
WILLIAM SLEWIDGE 
Hearing November 26th, 1947 


REASONS 


\ ante eenesnetineeeemtateen stints tee 


This is an appeal to the full Commission from the ruling 
of the Commission made pursuant to Section 19 (2) of the Act that 
William Slewidge has by his conduct forfeited his right to exemption 
from registration as provided by Section 19 (1) clause (t), with the 
result that he and his associates are no longer cntitled to trade 
in securities issued by the Tri-Crow Prospecting Syndicate, 

A financial statement prepared as of the 3lst of August, 
1947 discloses that during a period of a little over a year, out of a 
total of $25,000.00 received from the sale of Syndicate units, $21,671.98 
was expended on operating expenses, and of this only $5,342.52 was 
expended on field operations. These figures are both entirely out of 
line with the true function of a prospecting syndicate and inconsistent 
with the picture relayed to subscribers by way of the circulars. In 
these circulars, the preparation and mailing of which made up the bulk 
of the costs of advertising of $5,317.07, Slewidge described himself as a 
mining man who had realized his lifets ambition by discovering a worth- 
while mining property and was anxious to let others "in on the ground 
floor" to share his good fortune. In view of the trend of the circulars, 
the unit holders would no doubt be surprised at the amount of the 
expenditures and the salaries drawn by the syndicate manager and others 


who assisted him, 

The circulars are most misleading and entirely irresponsible, 
The type of loose narrative employed can be more damaging than deliberate 
misrepresentation. We need only refer to one instance to indicate his 
utter lack of responsibility. He received a letter from a person unknown 
to him, who purported to have made a survey of the Syndicate property, 


and as a result was advising his "Associates" to invest in the Syndicate, 


A Ary of a circular signed by the unknown benefactor, addressed te 
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associates and friends was enclosed. Mr. Slewiljge was authorized to 
use the enclosed circular as he saw fit. He took full advantage of 
the permission given him. We must accept his evidence that all this 
was not part of a selling campaign. and that the author was in fact 
unknown to him, Nevertheless he saw fit to foist this fiction on the 
public, in which the author recounted a venture which no doubt is 
purely mythical, in which a fortune was made, and indicated that Tri- 
Crow was being sele ted as the next proiwising investment. Many persons 
would naturally assume that the person who took the responsibility of 
mailing this colourful document would have sane knowledge respecting 
its true source. In view of the fact that the author never gave any 
further indication of an intention to invest in Tri-Crow, it would seem 
that the sole purpose of the letter was to cover up the writer's 
unwarranted act in ».elping himself to foodstuffs from the Syndicate's 
stores, while on the property maling his so-called survey. 

In our cpinion Mr, Slewidge should neither be entrusted 
with the sale of securities nor with the expenditure of funds resulting 


from sales, The appeal will accordingly be dismissed, 
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ONTARIO SECURITIES COMMISSION 


FOR RELEASE WEDNESDAY, 10th DECEMBER, 1 ~ 4.00 peme 


RE PHILMORE YELLOWKNIFE GOLD MINES LIMITED 
MRS. MARY PRIMEAU 


& ROBERT S. VELSEY & COMPANY 





Upon its attention being called by the Registrar of the 
Manitoba Securities Commission and the Toronto Daily Star to the 
circulation of certain letters over the signature of Mrs. Mary Primeau 
among the shareholders of Philmore Yellowknife Mines Limited, the 
Commission launched an investigation and conducted examinations of several 
witnesses under oath. 


The scheme appears to have been concocted by one, E.R. Mayall, 
a salesman attached to Philmore Yellowknife Mines Limited. He conceived 
the idea and communicated it to Mr. Philip N. Moreland, President of the 
Company of having a shareholder write to the other shareholders of the 
Company a letter asking for information on the affairs of the Companys 
It was hoped that the replies would provide leads by which Mayall could 
launch an intensive campaign to sell such shareholders more stock san 
the Company. A letter was prepared by Mayall and Moreland, oreland 
then communicated with Mrs. Mary Primeau who wrote the letter in her own 
handwriting, This original letter was then lithographed and mailed from 
Mrs, Primeau's residence in Galt to a large list of shareholders. Mrs. 
Primeau received about 100 replies which she forwarded to Moreland, The 
selling scheme did not materialize. Tt was nipped in the bud when the 
Daily Star publicized the matter and the Commission seized the Company's 
recerds and the letters in question. 


-Mrs. Primeau, Moreland and Mr.Robert Velsey have all been 
examined. Mr. Mayall was served with a subpoena for examination under 
oath but died before the date set for his examination. Mr.Velsey was 
included among those examined because he held an option en the treasury 
shares of the Company and also because he had arranged for a write up of 
the Company's prospects in a paper known as the Financial Recorder, 
inserted and advertised and caused copies of the Financial Recorder to be 
mailed to the same list of shareholders as Mrs. Primeau had directed her 
letters to at approximately the same time. 


The Commission has concluded that there was no breach of 
the Criminal Code and no breach of any provisions of The Securities Act. 
Mr, Mayall has died, Mrs. Primeau appears to have been a mere tool 
in the scheme with no financial reward. Mr, Moreland has resigned as 
President and director of the Company, a matter which has been made a part 
of the Commission's records on notice from the Company. No further action 


is contemplated, 
DEG 12 1947 | 
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FOR RELEASE TUESDAY, JANUARY 13, 1948 - 4.15 poms 


As a result of investigations over some 
period into the affairs of Robert Mitchell and Company, 
Toronto, and L.V. Trottier and Company, Toronto, it 
has been decided to cancel their registrations with the 
Commission. 

Mr. J.W. Armstrong of Toronto whose 
registration as a broker was cancelled in February, 
1946, made application for resrepistration, After the 
application was refused, Mr. Armstrong applied for 
review by the full Commission, On the review the 
Order of the Commission refusing registration was 
sustained, 

Reasons in writing in all three cases 


are appended, 


Te aay en nie 


Chairman 


Toronto, January 13, 1948, 
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FOR RELEASE TUESDAY, JANUARY 8 =» 4,15 Dom. 


THE SECURITIES ACT, 1945 
IN RE ROBERT MITCHELL AND COMPANY 
TORONTO, ONTARIO 





some time prior to May 30, 1946, the registration of 
A.E, DePalma (A,E. DePalma and Company) was cancelled by Order 
of the Commission, 


Mr, Robert Mitchell applied for registration as a 
broker on May 30, 1946 advising the Commission that he was 
purchasing the business of A.E. DePalma, The Commission was 
assured that the purchase was a genuine one and not one purely 
for the purpose of carrying on Mr. DePalma's business, An 
Agreement for the purchase of the business was filed with the 
Commission, Mr, Mitchell represented himself as a man of 
independent means with an education and experience fitting him 
for the brokerage business, Accordingly he was granted 
registration. 


From information received and analyses of the literature 
being sent out by Robert Mitchell & Company, the Commission 
became suspicious that the operation was in fact being. carried 
on really by A.E, DePalma and for Mr. DePalma's benefit. The 
Commission then applied for and obtained an Investigation Order 
from the Honourable the Attorney General on the 18th day of 
vUne yy L9N7% 


The Commission's auditors conducted an audit of the 
Robert Mitchell and Company books. Mr. Mitchell was examined 
under oath on the 20th day of August, 1947 and Mr. DePalma was 
examined under oath on the 2lst day of August, 1947. The 
audit was continued after these dates, 


From the investigation it was established that Mr, 
Mitchell and Mr,DePalma had certain oral agreements aside from 
the written agreement filed with the Commission, indicating 
that Mitchell agreed to sponsor the shares of only such Companies 
as Mr,DePalma was interested in, It was established also that 
Mr. DePalma had orally agreed to guarantee Mr. Mitchell against 
loss and in furtherance of that guarantee had paid Mire Mitchei! 
the sum of $75,000.00 to reimburse him for losses in the 
operation of the business for the first year, Mr. DePalma 
occupied an office in the offices of Robert Mitchell and Company 
and there is considerable evidence that he actively directed. the 
affairs of Mitchell & Company. 


The business is largely one of concentrated telephone 
selling. Ina period of thirteen months 7438 long distance 
calls were made at a cost of $19,946.22, Three salesmen, 
Paul Penna, Norman Osheroff and Louis Wineberg, formerly of 
AE, DePalma & Company, did the major part of the telephoning 
for Robert Mitchell and Company. 


Generally the investigation goes a long way in 
establishing that-registration should not have been granted to 
Mr. Mitchell who appears nowto have been merely an alter ego 
for Mr, DePalma, It appears also that the three salesmen 
referred to should not have been granted registration, 
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Accordingly, the registration of Robert Mitchell and 
Company is hereby cancelled, The registrations of Messrs. 
Paul Penna, Norman Osheroff and Louis Wineberg are suspence? 
for a period of six months from this date, The Chairman 
deems this action to be in the public interest, 


It should be noted that this is the Order of the 
Chairman and is subject to review by the full Commission if 
the parties affected make application under the provisions 
of the Act, 


}2 
Toronto, January @th, 1948, 
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ONTARIO SECURITIES COMMISSION 


FOR RELEASE JANUARY 13th, 1948 ~ 4.15 pem. 


THE SECURITIES ACT, 1945 
RE L. V. TROTTIER & CO. 
TORONTO, ONT, 





Mr. Trottier holds registration as a broker from the 
Commission. He appears tobe engaged in a number of other activities 
as well, His latest seems to have come to grief to an extent and 
with such attendant publicity that the Commission deemed it 
advisable to conduct an investigation. 


It appears that some Air Force Veterans conceived the 
idea of establishing a Veterans' Social Club which became known as 
‘The Flyers! Club.' Mr.Trottier undertook to finance it on a 
proprietary rather than a philanthropic basis one would conclude, 
even in spite of his protests. He took a lease of the premises 
at 18 Dundas Street, in his own name and spent some »30,000.00 on 
renovation of the premises to make them suitable for the sale and 
consumption of liquor, taking a chattel mortgage as security. 


The Club applied to the Liquor Control Board for a lounge 
license in June of 1947. This was refused, The view appears to 
have been taken that the real purpose was to secure a license for 
Mr, Trottier personally under the guise of one to a Veterans’ Club, 
A further application was made in November, 1947 which was also 
refused, 


Mr. Trottier apparently attempted to get around the 
difficulty by securing banquet permits in the names of individuals 
and supplying the money to buy the beer and then recouping himself 
and doing somewhat better by selling the beer at .25¢ per bottle. 
Some ten such parties took place and all went well till the police 
raided the Club when a University Student Club was enjoying the 
privileges, including a strip tease dancing female artist, at the 
price of .25¢ per bottle for beer in Mr.Trottier's beneficial 
ownership. The result was a Police Court case and a conviction 
accepted by the Club on the understanding that the charge would be 
withdrawn against Mr,Trottier personally. 


It may be noted here that Mr,Trottier in his capacity as 
a broker was convicted of a violation of The Securities Act in 
October, 1946 and was fined $200.00 and costs. 


It will be saidvery probably that the Commission is 
going a long way out of its way to take cognizance of a broker's 
activities outside of his brokerage business, However, in this case 
the cognizance of the Commission was thrust upon it through the 
medium of the press, The investigation undertaken seems to 
demonstrate that Mr,Trottier is hardly the type of person to be 
allowed to hold registration from the Commission. It would not 
appear to be in the public interest, 


Accordingly his registration is hereby revoked. As 
this is the Order of the Chairman, Mr.Trottier is entitled to apply 
for a review by the full Commission, if so advised, 
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FOR RELEASE TUMSDAY, JAN, 6/48 - 4.15 pm, 


THE SECURITIES ACT, 1945 
RE J. W. ARMSTRONG & COMPANY - J. W.ARMSTRONG 
Hearing December 5, 1947 
REASONS 





The registration of J.W, Armstrong & Company as a 
broker was cancelled in February, 1946, following a review by 
the full Commission pursuant to the provisions of section 8&2, 
On the 24th of November, 1947, Mr. Armstrong requested a 
hearing and review by the full Commission, pursuant to the 
provisions of section 45 (1) following his application for 
reinstatement being refused, 


A transcript of the evidence taken on the first review 
heard on the 26th of January, 1946, is now available, Mr, ; 
Armstrong is apparently not the least repentant concerning the 
hardship he caused former customers, but for the most part takes 
the position that the Commission has reached a wrong con- 
clusion, in analysing complaints and weighing the evidence. He 
further takes the position, as voiced by his counsel, that 
the acceptance of these complaints and the reports of 
investigators as evidence is unjust and unfair in the extreme, 


Inthe result it was the findings of the Commission 
which were under review. The applicant did not take advantage 
of the opportunity afforded him of presenting an over-all 
picture of his brokerage business, in order to show that the 
complaints on record did not fairly reflect his trading methods, 
In view of the issue as raised by the applicant, we propose to 
refer again to the Ellis transactions in some detail as indicating 
that Mr, Armstrong has nothing further to offer, other than 
quibbling and evasions, We had this to say regarding the 
Ellis transactions in our former reasons, 


"Mr, Ellis was a customer of Armstrong in a small 
way. oShortly after Ellis! death Armstrong called 

on his widow, whose only asset of any consequence 
was $5,000.00 life insurance she had received on 

the death of her husband, His tactics in this 
instance are similar to those used on certain other 
occasions, He first sold her a favourably known 
stock (Wright Hargreaves) in the amount of $1,250.00, 
and then within a few days persuaded her to switch to 
Sante Fe, which was not only a highly speculative, 
and eventually worthless investment, but the shares 
sold were pooled shares, Restitution was made 

after the Commission intervened." 


He points to the statement that Mrs. Ellis! "only 
asset of any consequence was $5,000.00 life insurance she had 
received onthe death of her husband" as being inaccurate, The 
complaint against Mr, Armstrong at the time was in the nature 
of a charge of over-reaching inasmuch as he sold her a 
speculative stock in the amount of $1,250.00, when her assets 
amounted to some $5,000.00, on the former hearing the following 
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question was put to him by Mr. O'Connor, counsel for the 
Commission at p,. £5, | 


"mg, I take it you would have a pretty good idea of 
financial circumstances? 


"A, Yes, I knew that she did not have any too much 
money," 


We accepted that answer as an admission of the correctness of 
representations made in the complaint respecting Mrs, Ellis' 
financial worth. Mr.Armstrong does not now point to any 
other asset but states she is a business woman, We are still 
not altogether clear whether she is engaged in business now, as 
amatter of necessity or whether she was at the time or previous 
to the transactions. He further submits that Mrs. HEllis' 
brother of Manitoba, who visited his sister for the purpose of 
borrowing money from her was annoyed to find that she had in- 
vested a substantial portion of her funds and that the brother 
was the real instigator of the complaint. 


This theory,and.it could scarcely be more than a 
theory, 16 mot Consistent with the statement made in the complaint 
that within a matter of days Mrs. Ellis t elephoned Mr. Armstrong 
not to sell her Wright Hargreaves, ¢learly indicating she 
regretted the transaction from the outset and took steps 
accordingly on her own motion, without any outside prompting, In 
view of the fact that Mr. Armstrong will neither admit nor deny 
the assertion, it should be accepted as part of a complaint, 
which is true in all other material matters, 


We have no reason to alter our views regarding 
Mr. Armstrong's sales methods. In fact our opinion has b een 
fortified by the receipt of two further complaints, closely 
resembling the other transactions considered on the former 
hearing. We might now fairly add that the fact that all the 
complaints arise out of sales to women is not without significance, 
The ruling of the Commission is confirmed, 
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FOR RELEASE TUESDAY, FEBRUARY 24th, 1948 - 4.15 p.m. 


Since the last Release on Reviews by the full 
Commission the following cases have been disposed of:- 

The registration.of Mr. E.G. Zavitz, salesman of 
London, Ontario (Ram River Oils Limited and Ram River 
Agencies) has wasn suspended for 2 period, of six months Irom 
the 23rd day. of Kebruary,, 1948, by Order of the Chairman. 

Mr. Frank Kaftel of Toronto, applied for review of 
the decision of the Commission refusing him registration as 
a broker. The réfusal of registration for Mr. Kaftel has 
been confirmed, 

Mr. Norman Osheroff and Mr. Louis Wineberg, salesmen 
of Toronto, formerly associated with Robert Mitchell and 
Company, applied for review of the Order of the Chairman 
suspending their registrations for a period of six months 
from the 13th day-of January, 1948. Their respective 
suspensions have been confirmed. 

Written. ‘Reasons for all of the above decisions are 


released herewith. 


(PR AR» 
FEB 26 1948 
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TORONTO 
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ONTARIO SECURITIES COMMISSION 


THE SECURITIES ACT, 1945 
RE RAM RIVER OILS LIMITED, RAM RIVER AGENCIES 
AND E, G. ZAVITZ, SALESMAN, LONDON, ONT. 


LOO LC ACC tty ete testa ates 


The Commission received complaints from various 
people in Woodstock, Ontario, regarding the selling methods 
of E.G. Zavitz and John Galbraith, salesmen of Ram River 
Agencies, In the main the complaints were to the effect that 
the salesmen agreed that they or Ram River Agencies would buy 
back the stock sold at the same price any time the purchasers 
requested them to do so, This procedure would of course 
constitute a violation of The Securities Act, 


- Unfortunately the matter was not put before the 
Commission in an effective way until the limitation period had 
expired, That being the case, the Commission does not propose 
to recommend to the Attorney General that a prosecution be 
directed, 


However, the evidence obtained upon the investigation 
is convincing that disciplinary action should be taken. 
Accordingly the registration of Mr. Zavitz willbe suspended 
for a period of six months from this date, Mr.Galbraith 
having left the security business in the meantime, the Commission 
has no jurisdiction to take any disciplinary action in his case. 


This Order being made by the Chairman, Mr.Zavitz 


may apply for a review by the full Commission in accordance 
WLU’ Une terme of theyact, (it Soradviced, 


Toronto, February 23, 1945. 
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PARLIAMENT BUILDINGS 
TORONTO 





ONTARIO 


ONTARIO SECURITIES COMMISSION 


THE SECURITIES ACT, 1945 
FRANK KAFTEL 
RE STANDARD SECURITIES, TORONTO, ONT. 


Hearing January 20, 1948 


a ee 





Mr, Kaftel who is an American citizen, held registration 
as a salesman with the Commission until he allowed it to lapse 
on August 13th, 1945. He applied for registration as a 
broker on November 20, 1946 and was refused, He applied for 
review of this decision but gave notice of abandonment of the 
application on the 30th of January.” 1Omy, He once gain 
made application for registration sub nom Standard Securities 
and was again refused on Deeomber 20th, 1947. Having asked 
for a review of this decision, he appeared before the full 
Commission on the 20th of January, 1948, 


We see no necessity to go exhaustively into his record 
while registered as a salesman with the Commission. Neither 
do we deem it necessary to deal in detail with his record when 
registered in the United States nor when he was adventuring in 
the security business in England. We were not impressed with 
his associations in any of the jurisdictions in which he operated, 
We were unfavourably impressed with his general. attitude and 
evasiveness under questioning on the review. 


Werdo Moc tes! that rit ie am ane publicwinverest Chav ihe 
should hold registration with this Commission. Accordingly 
the decision of December ,0th, LO? refusing the registration 
Us Conte rmeds 


Toronto, February 23,..1948. 
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PARLIAMENT BUILDINGS 
TORONTO 
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ONTARIO SECURITIES COMMISSION 


THE SECURITIES ACT, 1945 
RE LOUIS WINEBERG - SALESMAN 
Review February 19, 1948 





Mr. Wineberg who resides in Toronto, is a security 
salesman recently in the employ of Robert Mitchell and Company 
whose registration was cancelled by Order of the Chairman dated 
January 13°") LOLS: By the same Order Mr. Wineberg's registration 
was suspended for a period of six months, 


Mr. Wineberg's efforts have been directed in the main nike 
selling by telephone into the United States, As has been said 
before in the case of Robert Mitchell & Company and in the case 
of Norman Osheroff, Robert Mitchell & Company operated what is known 
on the Street as a "boiler-room,." Mr. Wineherg was an important 
factor in that opération. 


Mr. Wineberg was not content to sell only by telephone, 
He made several trips to the United States for the purpose of 
cementing his relations with customers there. While he denies 
doing any actual selling when over there, we are of the opinion that 
these trips were all part of the whole security selling campaign 
carried on by himself and the firm he was employed by, 


It appears that Mr. Wineberg according to his own admission 
has been fined several times for being found in gambling houses, 
Evidently the Registrar regarded these as of a minor nature and 
registration was permitted, On the matter being developed on 
review, it became clear that Mr. Wineberg was not merely an 
occasional gambler. He was a runner or driver for a gambling house. 


Wer consider that ain the Mmehtict the evidence given on the 
review, Mr. Wineberg was lucky in drawing a suspension rather than 
a cancellation, 


Accordingly we deem it in the public interest that the 
Chairman's Order be sustained, 


Toronto, February 23rd,, 1948, 
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PARLIAMENT BUILDINGS 
TORONTO 





ONTARIO 


ONTARIO SECURITIES COMMISSION 


THE SECURITIES ACT, 1945 
RE NORMAN B. OSHEROFF - SALESMAN 
Review February 11, 1948 


The above named salesman who resides in Toronto, 
was employed by Robert Mitchell & Company, whose registration 
was cancelled by Order of the Chairman dated January 13, 1948. 
By the same Order Mr. Osheroff's registration was suspended for 
a period, One lx, montis. 


The Chairman's Order was largely based on his 
conclusions that Osheroff was an important factor in what was 
essentially a "boiler room" operation selling into the United 
States. Mr. Osheroff's commissions were very large and it 
appeared that he personally did a great deal of t elephoning. 


On the Review it appears abundantly clear that 
Osheroff is nothing but a high pressure salesman. He. knows 
no other method of selling. Evidently he did make selling 
trips into, the: United States butithese were really for the 
purpose of cultivating and sometimes comforting people who had 
been sold previously by the long distance telephone. 


He served as a wireless air-gunner for some two years 
in the War. He used to be a radio mechanic. The magnitude 
of his commissions, some $27,000.00 in a period of sixteen months 
appears to have turned his head and made him irresponsible. 
We think no harm will be done if his suspension is allowed to 
continue. 


Accordingly, we believe it to be in the public interest 
that the Order of the Chairman be confirmed. 
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ONTARIO,SECURITIES COMMISSION, 
Oe. ‘5 
c Dp 


FOR RELEASE TUESDAY, MARCH 2nd, 1948 ~ 4.00 pem 


The Chairman has to report that the 
registrations of three brokerage. houses in the. City 
of Toronto have been cancelled, These are - 
Canadian Securities (W. F.Bradley) - Walter Richardson 
and Associates Ltd., and G.F, Cockburn and Company. 
Reasons for the cancellations are released 


herewith, 
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PARLIAMENT BUILDINGS 
TORONTO, ONTARIO 





ONTARIO 





ONTARIO SECURITIES COMMISSION 


THE SECURITIES ACT, 1945 
RE CANADIAN SECURITIES - (W. F. BRADLEY 
ORDER OF THE CHAIRMAN 


LS NSS 


As the result of many complaints mostly from the United States, 
the Commission has conducted an investigation into the affairs and 
business of Mr.W.F.Bradley, Operating as a broker in the City of 
Toronto under thename of Canadian Securities, Mr.Bradley and his 
office manager, one, Barrett, have been examined under oath. From 
their evidence and from the audit made by the Commission Auditors 
there is revealed a state of affairs making it incumbent upon the 
Commission to deal with the case on a basis of policy. 


From Bradley's admissions and the audit, it seems clear that 
Bradley's business is limited to dealings in the stock of one mining 
company, Trans-Canada Mines Limited, It seems clear as well that 
about 95% of the business done is by solicitation by telephone and 
mail into the United States. Barrett as optionee has been taking 
down the stock at .1k4¢ a share, selling it to Bradley at .19¢ a 
share, who in turn has been selling to the public at ,35¢ a share, 
During a good part of the time while distribution has been taking 
place to the American public at o35¢ a share, the stock has been 
selling over the counter in Toronto at »06¢ to .09¢ a share. 


Under the Ontario Securities Act registration is granted 
brokers and dealers for the primary purpose of trading in securities 
in Ontario, It may be that sales may be made in Ontario in a 
legitimate way to residents of the United States. However, 
registration surely cannot be obtained in Ontario practically en- 
tirely for the purpose of selling securities in the United States 
not qualified there and by methods contrary to the laws of that 
Country and the various States of that Country. We do not deem it 
to be in the public interest that we should license brokers and 
dealers for the purpose of permitting them to violate the security 
laws of another Country on a wholesale basis. 


It is not altogether fair to other dealers who make a sincere 
effort to avoid infringing American laws to permit others to conduct 
their business as Bradley has been doing. Neither do I deem it in 
the public interest that there should be so little evidence of re- 
sponsibility to customers who have purchased securities that the 
price over the counter is permitted to find a level in the over the 
counter market of only 20% of the selling price at which it is being 
offered by high pressure methods to new customers, 


The registration will be cancelled, As this is the Order 


of the Chairman it is subject to review by the full Commission if 
proper steps are taken under the Act, 


TORONTO, MARCH 1, 1948, 
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PARLIAMENT BUILDINGS 
TORONTO, ONTARIO 
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ONTARIO SECURITIES COMMISSION 


THE SECURITIES ACT, 1945 
WALTER RICHARDSON AND ASSOCIATES LTD. 
TORONTO, ONTARIO 
ORDER OF THE CHAIRMAN 


The above-named Company was granted registration as a 
roker on November 14, 1947, At the time of registration it 
eceived instructions from the Commission as to the nature of the 
coks to be kept and as to the amount of free capital required in 
ts operations. 
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In the course of a routine audit by the Commission in 
January, 1948, it was found that no proper set of books had been 
set up and that free capital was virtually non-existent. Officers 
of the Company then conferred with the Commission and undertook to 
nave set up and maintained a proper set of books and to supply 
extra free capital. At January 31, 1948 it was ascertained 
thet balance to the credit of the Company amounted to $38.16, 


One of the officers of the Company on January 12, 1948 
deposited $2,000.00 to the credit of the Company but on sub- 
sequent check up it was ascertained that promptly on January 14, 
1948 the whole amount had been withdrawn by cheque to the 
gentleman who had made the deposit two days before. It would 
appear that this registrant has little appreciation of its 
responsibilities and has beentrifling with the Commission, 

It is not considered in the circumstances that it is in the 
pubiie “interest, indeed from point of-view' of’ the public it is 
dangerous to allow the registration of this Company to continue. 


Accordingly, the registration is cancelled, Leris 
perhaps unnecessary to add that this being an Order of the 
Chairman, the registrant has a right to a review upon complying 
with tne requirements of the Act in that regard, 


TORONTO, MARGH 1, 1948, 
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TORONTO, ONTARIO 
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ONTARIO SECURITIES COMMISSION 


THE SECURITIES ACT, 1945 
RE G. F. COCKBURN AND COMPANY 
TORONTO, ONTARIO 
ORDER OF THE CHAIRMAN 





The registration of Cockburn and Company was 
cancelled by Order of the Chairman in April of 1946, in connection 
with certain circulars and advertising matter. On review, the 
Commission decided to give Mr.Cockburn another chance and 
modified the Order of cancellation to one of suspension for 
some three months, 


Until very recently the Commission has had no 
complaints with regard to the operations of this broker, In 
the last month or so the Commission has been deluged with 
complaints not only from individuals in the United States but 
from some of the Securities Commissions there and from some 
important Canadian Associations as well. 


As a result, an investigation has been undertaken, 
From this it is revealed that Cockburn and Company have been 
engaged in wholesale circularizing to a mailing list in the 
United States of some 300,000 names, Apparently in the month 
of January alone some 93,000 persons have been circularized in 
the United States. 


In the Bradley case, the Chairman has taken the 
viewpoint that it is not in the public interest that the 
Commission should license brokers and dealers for the purpose of 
enabling them to violate the security laws of another Country on 
a wholesale basis, Ontario registration is granted for the 
primary purpose of permitting registrants to sell securities in 
Ontario, It must not be used purely as a subterfuge for the 
purpose of violating the securities laws of another Country with 
impunity. 


Accordingly the registration of Cockburn and 
Company is hereby cancelled. This being the Order of the 
Chairman, it is subject to review by the full Commission upon 
proper steps being taken under the Act, 


TORONTO, MARCH 1, 1948, 
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TORONTO, ONTARIO 
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ONTARIO,SECURITIES COMMISSION 


FOR RELEASE THURSDAY, MARCH ll, 1948 at 4 p.m, 


The Securities Act, 1947 has been proclaimed as of March 
9th, 1948, 

By Order in Council of the same date Mr. O.H, Lennox, K.C., 
one of the Commissioners has been designated as Vice-Chairman of the’ 
Commission, 

The first Regulations under the new Act have been approved 
by the Lieutenant Governor in Council and in due course will appear 
in the Ontario Gazette, , 

The most important changes from the Regulations under the 
1945 “Act have to do with the bonding requirements and registration 
fees payable, 

- “gs the Chairman pointed out in a statement made recently, 
the: Commission has been operating with a substantial surplus, It is 
thought reasonable that the cost of operating the Commission should be 
paid by those engaged in the security business but that they should not 
be obliged to pay anything above operation costs, Accordingly the 
following reductions have been made in registration fees payable:- 

For a broker, investment dealer or broker-dealer 
operating in the Cities of Ottawa, Toronto, Windsor or London - $150.00 + 
reduced from $200.00. 

For a broker, investment dealer or broker-dealer operating 


in Cities of Ontario other than Ottawa, Toronto, Windsor and London 
having a population of 25,000 or more ~ $100.00 - reduced from $200.00, 
For a broker, investment dealer or broker-dealer operating 


in centres having a population of less than 25,000 ~ $50.00 = reduced 
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For a Company for registration as a security issuer -~ $150.00 ~ 
reduced from $200.00, 

Most other registration fees remain the same although there 
are some increases in respect to filing of prospectus, 

In view of the fact that practically all registrants other 
than salesmen, sub-broker-dealers and investment counsel will now belong 
to epooteicee requiring regular audits, the bond ing r equirements in 
regard to brokers, investment dealers, broker-dealers and security issuers 
will be eliminated, Bonds will still be required in the case of salesmen 
and thyestmenty ogee A bond in the amount of $1,000.00 will be 
required in the case of sub-broker-dealers, 

It is expected that some amendments to the Act itself will 
go before the Legislature in the current Session, 

The Chairman also wishes to announce with roenet the 
resignation of Mr. W.M.Wismer from the legal staff of the Commission to 
become the ee of the new Broker-Dealers! Association, It is felt 
that Mr. Wismer's experience and knowledge of the work of the Commission 
will prove of immense value to the Broker-Dealers' Association and go a 
long way towards assuring full cooperation between the Commission and the 


Association, 
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ONTARIO, SECURITIES COMMISSION 


FOR RELEAS# TUBSDAY, APRIL 20th, 1948 - 4.00 p.m, 





On the direction of the Honourable the Attorney General 
the Report of the Commissioners, Messrs, O'Connor, Collins and 
Wetmore who conducted the Investigation into the trading of shares 
of Eldona Gold’Mines Limited during the period August 15th’to 
September 30th, 1947, is released herewith for publication, 


As will be noted from a perusal of the Report, no pro= 
secutions are recommended, This is no doubt due to the fact that 
under the Criminal Code section relating to manipulation of markets 
there 15 no crime unless the manipulation is carried out in con- 
spiracy, 


Representations have been made to the Department of Justice 
at Ottawa that market manipulation and more particularly washed sales 
should constitute a crime if carried out to affect the price, of 
securities artificially and not’for bona fide market support whether 
conspiracy can be proved or not, The representations made’ by the 
Commission have been treated most sympathetically by the Rt, Honourable 
the Minister of Justice and the Commission is optimistic that suitable 
amendments to the Criminal Code will be submitted to Parliament during 
the current Session, 


It is to be noted as well that shortly after the Eldona 
trading episode the Toronto Stock Exchange amended its short selling 
rule along lines recommended by the Commission, This undoubtedly has 
already had a very beneficial effect, 


With amendments to the Criminal Code along the lines 
recommended by the Commission with the concurrence of the Toronto 
Stock Exchange and the new and more effective shortselling rule’ 
introduced by the Exchange, market operations such as those cone 
cerning Beaulieu Yellowknife Gold Mines Limited and Eldona Gold 
Mines Limited will become increasingly difficult for professional 
market operators, 


ONTARIO SECURITIES COMMISSION 


C,. P. McTAGUE 
CHAITRILAN 


TORONTO, APRIL 20th, 1948, 
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ONTARIO SECURITIES COMMISSION 


Honourable L, BE, Blackwell, K.C,, 
Attorney General for the 
Province of Ontaria, 


This report is made pursuant to section 29 of The 
Securities Act, 1945, as a result of an Investigation Order issued 
by you under section 27 on the 12th day of September, 1947, 


This is a report on the trading in the shares of Eldona ~ 
Gold’Mines Limited during the period 15th August to 30th September, 
1947. 


Eldona Gold Mines Limited was incorporated on 19th January, 
1944, with an authorized capital of 3,000,000 shares which was 
increased to 4,000,000 on 16th December, 1946, of which 3,500,000 shares 
were issued at the commencement of the period under review, The shares 
were listed on the Toronto Stock Exchange on 17th January, 1945, The 
Company owns claims in Rouyn Township, Quebec, and a considerable 
amount of surface work and diamond drilling had been done up to August, 
1947, <A shaft had been sunk and lateral work was also in progréss on 
two levels, The treasury was reported to have had some $150,000,00 on 
hand at this time, 


L, R. Brooks, among others, had, at various times since the 
incorporation of the company, interested himself through some of his 
trading companies and associates in providing finances for’ Eldona by 
means of underwritings and options of the company's shares, In all he 
has, by these means, furnished $886,240.00 to the Eldona treasury at an 
average price of ,50¢ per share, This sum includes the amount paid in 
during the period under review, 


‘Tricorn Trading Company Limited, a company solely controlled 
by Brooks, had’ entered into an underwriting and option agreement 
covering 1,000,000 shares on 16th December, 1946, and had taken down 
900,000 shares as of 2nd July, 1947, A further payment for 100,000 ° 
shares at ,60¢ was due on this date, This payment had not been made, 
The market price of Eldona on the Toronto Stock Exchange was around 
»40¢ at this time, About the beginning of August Brooks, the Eldona 
directors and Lloyd Chamberlin, the consulting engineer, agreed on a 
new plan of drilling, and Brooks arranged with the directors to revise 
the option price of the remaining 500,000 shares. Brooks left Toronto 
shortly thereafter with the intention of going to California, but 
received word when in Chicago that one of the new series of drill holes 
had cut an interesting section of ore, He returned to Toronto and a 
new underwriting and option agreement which had been agreed upon 
previously was executed, It was dated 15th August and was between 
Eldona Gold Mines Limited and Stuyvesant-North Limited and provided for 
a firm purchase of 200,000 shares at .35¢ payable by 22nd’ August, 1947, 
and’ an option on the remaining 300,000 shares as follows + 100,000 shares 
at ,40¢; 100,000 shares at .50¢; 100,000 shares at ,60¢ to be taken 
up by 12th February, 1948,‘ The total amount to be paid under this 
agreement was $220,000,00 = $70,000.00 at 22rd August, 1947 and 
$150,000.00 on or before 12th February, 1948, 
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Stuyvesant-North Limited is another company solely controlled by 
Brooks and practically all of his trading in Kldona, for the period under 
review was done in the name of Stuyvesant-North Limited, We will, however, 
for the sake of clarity refer to'’the trading and the brokerage accounts as 
being those of Brooks personally, 


As at the date of the option agreement Brooks was long 12,500 
shares, having acquiréd these in the open market prior to 15th August at an 
average price of .28¢, ° The price range on the Toronto Stock Exchange on 
15th August, 1947, was .32¢ to .45¢, 


Perhaps here we Should mention a word or so in explanation of 
Brooks and his activities, © He is not a broker, He perhaps can best be 
described, in his own words, as a promoter of mining companies, He is 
widely known in brokerage and mining circles as a large scale market trader 
and sponsor of numerous mining prospects, His sponsorship is conducted 
almost exclusively through the medium of the Toronto Stock Exchange, His 
trading is mainly done through members of the Kxchange and he has always 
paid the regular comaissions on all his trading, This trading is often done 
in the name of various limited companies which he incorporated for this 
purpose and for the purpose of financing various mining companies in which 
he is interested, His trading is of such a nature that some dozen member 
houses have direct’ wires from their offices to his in order to nore efficiently 
execute his orders, Needless to say he has a large following, not only 
among professional traders, but among that‘ portion of the general public 
interested in speculating in mining stocks, Here it should be stated that 
Brooks is just one of a number of promoters whom our mining industry has 
attracted who operate in a similar manner, some, of course, vo 4 Lesser 
degree than others, This is mentioned in casé the impression is given 
that the operation in Eldona was something new, It was novel only in its 
magnitude and the rapidity of action in the rise and fall of the price 
of the stock, Reduced to simplitity the operations of Brooks and other 
sponsors of mining stocks is this, An underwriting or option is obtained 
from a company on 4 block of its unissued treasury shares at prices agreed 
with the directors, The sponsor then endeavours to distribute to the 
public the shares take down under such an agreement, The difference 
between the underwriting and option price paid by the sponsor and the sale 
price to the public represents his sross profit or loss, ify thervsporisor 
is a broker and the shares are’not listed on the Exchange the distribution 
is direct tovthe public by him, If, as in the Eldona operation, the sponsor 
is not a broker and the shares are listed, the distribution is made to the 
public through the trading of the sponsor on the Exchange, Brooks! primary 
purpose therefore was to distribute to the public the shares of Eldona to 
which he was entitled at a price higher than the price he paid to the Hldona 
company, He hoped the news from the mine would be such that the public would 
become intcrested in purchasing Hldona’on the Exchange and thus allow hin to 
sell his shares at the increased price, 


On the face of it then,’as at 15th \ugust, his main object would 
appear to have been to sell stock, Arschedule: of |hiss trading for: ther 
period 15th August to 30th September is appended hereto’and marked "A", 
From this the magnitude of the Eldona operation is seen, Some 14, 000 , O00 
shares were traded on the Exchange during this period of thirty-two trading 
days. Brooks bought some 2,700,000 and sold some 2,500,000. On each of 
the three days, 26th August, 27th August and LOth September, over 1,000,000 
Shares were traded, the price rising in nine trading days from a low of 
032¢ to a high of $2.60, and in the following nine days falling again to a 
low of $1.00, Brooks finished the period long 242,300 shares at an average 
price’ of 1,83 per share, at which time the bid price on the Exchangé was 
l.03, an apparent loss to him at 30th September of over 190,000.00, 


Our task has been to try to establish thé reason for the market 
behaviour of Eldona during the period under review, 
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For some time prior to 15th August the market generally 
had been in a very Lethareie states The public had displayed 
little interest in it, However, the publication of the first 
piece of encouraging news from the Eldona property brought a 
surprisingly large public response, This, naturally, resulted 
in an increase in the price, The price increase was followed by 
Still more public and professional aC CLV iy, » As is usual, heavy 
public participation in the market is accompanied by rumours, 


Brooks in his evidence bitterly protested the malicious 
rumours which he says were directed against him personally by a 
clique of professional short sellers with the intention, as he 
claims, of breaking the market. On the other hand many of the 
rumours, the origin of which could not be established, as to the 
potential value of the property based, in the main, on wishful 
thinking, bordered on hysteria, Eldona's proximity to Quemont 
naturally induced comparisons. These things are mentioned now 
to impress the important part that rumour and gossip always play 
in any market operation in which the public is heavily parti- 
Cipating. 


However, let us turn to Brooks! Lredine as 1t as “by far 
the largest and analyse it in some detail, 


Schedule "A" which shows the trading of Brooks for the 
period from 15th August to 30th september, 1947, was prepared 
from the records of Brooks, All members and member firms of the 
Toronto Stock Exchange were instructed by the Commission to 
answer a questionnaire with reference to the trading in Eldona 
for the period from 15th August to 12th September, 1947, and 
the information supplied was used in verifying the figures obtain- 
ed from Brooks! records relating to that period, Although a 
Similar verification was not available on the trading for the 
balance of September, we are of the Opinion that the figures used 
in the schedule are substantially correct, 


Brooks used twenty-three brokers in all, only three of 
whom are not members of the Toronto Stock Exchange, Vide, Tele 
Brook & Company and Picard & Hleming of Toronto, and G.E, 
Leslie & Company of Montreal, 


His sales through T.L. Brook & Company totalled 481,400 
shares. Many of these sales were known as "off the Exchange" 
transactions that is, they were sales direct from Brooks of 
part of his optioned stock. The deliveries were made through 
T.L. Brook & Company who merely acted as a clearing agent for 
hime The price was fixed by Brooks and was always within a 
cent or two of the prevailing market price, Most of these 
shares were liquidated by the purchasers almost immediately in 

the open market, At first glance it is difficult to under- 
stand these transactions as the only benefit to Brooks was in 
securing short term financing. He admitted that in supporting 
the market he often would be obliged to repurchase the shares 
at increased prices. Many of the recipients of such shares 
were employees either of him or of Eldona Mines and sales were 
made to them at below the market price as a reward for services, 


A large number of the total shares sold through T.L. 
Brook & Company were allocations by Brooks to professional traders 
of a portion of his daily purchases on the Exchange and it is 
possible that because of previous arrangements for allocations 
of this kind, Brooks, on some days, purchased more stock than 
he ordinarily would have done, and by these amounts his trading 
is shown at inflated figures, However, with the exception of 
the allocations to H.R. Bain hereinafter mentioned, it was im- 
possible to assign the purchases to specific days and therefore 
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the trading is shown on the schedule at the gross figures shown in 
Brooks! records. 


Bain, who is a Toronto broker and a member of the Toronto 
Stock Exchange was interested in the Eldona property and thought 
nelson aie, He was long a substantial block of shares which he 
had purchased prior to the present operation, As Bain wanted to 
accumulate additional shares and take a position in the stock he 
and Brooks entered into an arrangement whereby the latter allocated 
to Bain a proportion of his purchases and sales, The exact amount 
was settled after each day's trading and did not follow any set 
pattern. Bain thought that in this way he would be able to buy and 
ite - more advantageous prices than if he went into the open market 

imself, 


The arrangement commenced to function on 25th August and 
from that date until it ended on 5th November, Brooks purchased for 
Bain a net total of 73,450 shares at a cost of $124,659.45 or an 
average of $1.70 per share. Bain, in the meantime, had been trad- 
ing in Eldona through his own brokerage facilities and also liquid- 
ated some of the shares which he had acquired from Brooks through 
the same facilities. On 6th November, however, he was long a large 
block of -StockWate afnirice considerably above the current market, 


Examining Schedule "A" it will be seen that Brooks! trading 
on 15th, 18th and 19th of August followed the conventional pattern 
of selling in anticipation of takedowns under his agreement with 
Eldona and buying sufficient quantities which he says he felt it was 
encumbent upon him to do in order to maintain an orderly market. 


On 20th August a block of 200,000 shares was taken down 
from the company. brook sxe ontd nuedwbowsel iin anticipation of 
further takedowns and on 27th August the final block of 300 , 000 
shares was paid for, well in advance of his commitments. It should 
be noted, however, that on both the 2lst and 25th of August, Brooks 
purchased more stock than he sold. tne buyingeon the 2st was 
apparently in anticipation of good news from the mine which was re- 
ceived by Brooks prior to the opening of the market on the Oils 
The assay results relating to hole U36 were of a sensational nature 
and on the 25th Brooks bought heavily for the purpose of accumulating 
stock in anticipation of a rise in the market price, It was on 
the 25th that, for the first time during the period under revi ew, 
the market price of Eldona reached the $1.00 mark, It is apparent 
that Brooks! buying on the 2lst and 25th would have an appreciable 
effect on the market price of the stock and on the 26th he again 
sold at higher prices, 


At the close of trading on 26th August Brooks was in a 
profitable position in that he had liquidated almost enough stock to 
absorb the balance of the takedowns under his agreement and his 
sales had been at prices higher than called for by the agreement. 

His trading now entered a new phase. He had completed distribution 
of the stock purchased under the agreement and his subsequent trading 
appears to have been governed by the development results at the 
property and the market prices and actions of the stock, 


The sensational drill results on hole U36 were published 
in the Toronto daily papers on the afternoon of 26th August, and 
in the morning of the 27th, but it can be assumed that because 
of the very effective communication system among the brokerage 
fraternity, brokers and professional traders in addition to Brooks 
were aware of the results well in advance of their publication in 
the daily press, Proof of this is in-»the volume..of trading on the 
Toronto Stock Exchange on the 26th which exceeded 1,073,000 shares. 
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The following day, 27th August, the Toronto Stock Exchange volume 
exceeded 1,286,000 shares and the stock reached #2.60 per share, which was its 
high point during the period undér review, but Brooks purchased 217,600 shares 
as compared with his sales of 58,000 shares, He says he was the object of 
widespread malicious rumours calculated to break the price of the stock, and 
that this necesSitated his heavy buying on this day, in order to maintain 
the price level, We could not find any evidence that the stock was under any ° 
pressure on the 27th by the group that Brooks has accused of acting against him, 
Short selling on the 27th was negligible but there was a general liquidation of 
holdings as evidenced by the large volume of trading recorded on the Exchange, 
This liquidation was perhaps due to profit taking because of the high market 
price of the stock, Brooks! trading on this date resulted in a long position 
of 174,800 shares, and throughout the balance of the period under review he 
maintained a long position, , 


Brooks! trading from 28th August to 9th September appears to have 
been designed to maintain the price within a reasonable range, upon the 
assumption that thé values in U36 would be continued in the subsequent drilling, 
The results of U41, which was being drilled to prove the downward extension of 
the ore body indicated by U36, were awaited with great expectations, 


The assays of hole U4l, which were disappointing, were known to the 
Street after the close of the market on 9th September, and immediately after ° 
the opening on the 10th a wave of selling hit the’market and again over 1,000,000 
shares were traded on the Exchange during the day, There was no bid at the 
opening on the 10th and almost immediately after the opening the stock sold as 
low as‘ $1,25 per share as compared with its close on the previous night of 
$1.68 = $1.69, Brooks has said that on this day he decided to "sell along 
with the rest" as he was convinced that the stock was again the object of a 
large scale raid and that by selling he would be ina position to support the 
market later, His net sales for the day exceeded his purchases by 77,600 
shares, Our analysis of the trading on the’ Exchange on the 10th shows that 
short selling totalled 64,900 shares, with L.A, ‘Chesler being the largest short 
seller with & volume of’ 39,700 shares, The stock sold as low as 1,00 and 
closed at $1.10 - $1.11, 


The trading on the Toronto Stock xchange on 16th September was’ 
investigated by the Exchange as it was in reference to this day in particular 
that the rumours of large scale short selling reached their peak, Selling 
reached a high volume late in the day and in the last twenty minutes of trading 
on the Exchange a total’ of 106,900 shares representing approximately 19% of the 
day's total were traded, Brooks clains he was forced to buy the bulk’ of these 
shares, and, in fact, did buy a total of 166,300 shares during the day, He 
was again of the opinion that there was a large scale’raid on Eldona accompanied 
by short selling calculated to break the market price, ‘However, the Exchange 
Auditor has reported that on that day a total of only 20,400 shares were sold 
short and we have no evidence of any concerted raid on the stock, 


At the end of September Brooks was long 242,300 shares at a net cost 
of $444,701.59. 


As previously stated, during the operation, Brooks employed twenty 
member brokers, two non-member brokers and one Montreal broker for the purposes 
of his trading, His reasons for the use of such a large number of brokers 
was three-fold, (1) to generate wider interest in the stock, (2) to keep the 
goodwill of the brokers by distributing his commissions and (3) to disguise ér 
conceal his operations from the other floor traders and professional traders, 

A very large amount of his trading was done through jitney brokers, in some 
cases upon his instructions, and in many cases at the discretion of the 
originating broker, Under the By-Laws of the Stock Exchange a member of the 
Exchange is entitled to employ any other member for the purpose of executing 
orders on the floor of the Exchange, This ordinarily arises when a broker is 
too busy to execute all of his orders through his own traders, Some members 
have no traders and employ jitneys exclusively, It is admitted by the members 
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and floor traders examined by us that it is common practice for a broker who is 
known to be associated with a particular client or stock to trade in that stock 
through'a jitney if he wishes to conceal his trading from the other floor 
traders, We do not criticise such a practice as we do not feel there is any 
duty on a broker in Such a position to refrain from endeavouring to conceal 

his client's trading, 


However, in such a large scale operation as Brooks conducted, the 
use of so many brokers, as many as fourteen in one day, and the widespread use 
of jitneys resulted in many trades being completed where Brooks was both the 
buyer and the scller, Schedule "B" gets out in detail the number of such 
transactions that were verified by reference to the actual Exchange tickets, 
the brokers! reports and other information in our possession, Such transactions 
where there is no change in the beneficial ownership of the security are known 
in trading parlance as "wash sales! and are commonly recognized as illegal’ if 
done in conspiracy with another for the purpose of creating a false or mis-~ 
leading appearance of active trading in a security, Schedule "B" indicates 
that there were definitely established ninety-nine such transactions covering 
132,100 shares, Schedule "C" is a summary of the volume of trading on 
behalf of Bréoks by all of his brokers including the jitney transactions on 
the Exchange, The transactions in which Brooks appears as both buyer and 
seller arose in the following manner:- 


Number of Number of 
Transactions Shares _ 
Transactions where no jitneys were used 16 31,900 
Transactions involving selling jitneys only Phe 90 , 800 
Transactions involving buying jitneys only 2 3,000 
Transactions involving both selling and 
buying jitneys and in which Cannon 
was the originating broker on both 
sides of the transactions 6 6,400 
7 152,400 


We believe there were many more such transactions but due to the 
tremendous volume of trading during the period, the large number of trades at 
the same price and the time clement involved, a complete analysis was impossible. 
Consequently, we have not taken into consideration any such trades that are 
incapable of verification, 


Brooks and his brokers have an explanation for these ro-called wash 
sales, Brooks has testified that he never intentionally washed a sale and 
his brokers have testified that they never intentionally washed a sale on his 
behalf, For example they pointed out that their floor traders executing a 
buy order on behalf of Brooks would have no knowledge of the name of the client 
of the selling broker and consequently would be unaware that Brooks was 
appearing as both buyer and seller in the transaction, They further stated 
that jitney brokers receiving orders from originating brokers are not advised 
of the name of the client for whom they are executing the order, Brooks stated 
that these wash sales were purely accidental and arose by reason of his heavy 
trading, For example, he stated that with his principal broker, Cannon, he 
placed large Sell orders giving the broker discretion as to the price within a 
certain range, Such an order might be placed in the moming, Later in the day 
he might place a buy order with another broker in an effort to support the 
market which might be under pressure, As Cannon would not have completely 
filled the morning scll order it could quite easily be matched with the buying 
order without the knowledge of either broker or the intent of Brooks to wash 
the transaction, He further pointed to the very small percentage of wash 
sales to the overall trading during the period, about 1%, as évidence of his 
lack of intent to create a false appearance of active trading, 
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tt has been alleged by Brooks, both privately and publicly, that, 
from time to time throughout the operation, Eldona was the object of vicious 
raids designed to break the price of the stock and that these raids were 
featured by large scale short selling with the consequent result that Brooks 
was forced to buy large blocks of shares in support of the market, He has 
stated that the prime mover in these raids was L.A, CheSler, a customers! man 
employed with the member firm of Draper Dobie & Company, 


In view of the obvious seriousness of the allegations, particular 
attention was paid to this phase of the investigation, Schedule "D", which is 
a& summary of short selling and short covering by persons trading 5,000 shares 
and over, sets out by days the total number of shares sold short, the number 
of shares bought to cover, percentage of the Exchange volume and a comparison 
with the daily net trading by Brooks through the Exchange, 


Short sales took place on each day covered by the schedule, the 
total amounting to 5143300 shares compared with total sales on the Exchange of 
over 11,000,000 shares, Expressed’in percentages, short sales were 4.6% of 
the Exchange volume, On no one day, with the possible exceptions of 15th August 
and llth September, did short sales amount to any substantial percentage of 
total sales on the Exchange, It cannot be argued that the short sales on L5th 
August contributed in any way to the difficulties of Brooks as they took place 
and were covered prior to any large scale recessions in the market price, The 
short sales on llth September are in a different category, however, and will 
be dealt with hereunder, 


; Short selling was highest in actual share volume on the following 


datesie 
20th August 61,600 shares 
25th August 54,300 shares 
10th September 64,900 shares 
Lith September 19,000 shares 


The“principal short sellers on 20th August were Chesler (25,000 shares) and 
H.W, Knight, Jr,, a partner of Draper,Dobie & Company (11,000 shares.) These 
short sales were covered on the following two days and did’ not appear to have 
any serious or even appreciable effect on the market price, The short sales 
on 25th August were, in the main, an accumulation of a large number of sales 
in moderate amounts by the general public and they were in practically every 
instance covered within the next twd days at a loss, Here again they had no 
apparent effect on the market price, 


The short sales on 10th and 11th September were principally by 
Chesler, 39,700 shares on the’l0th, 26,800 shares on the llth, and H.W, Knight, 
Jv., 8,200 shares on the 10th, It was on 10th September that the market price 
of Eldona broke sharply to around the $1,00 mark from a close of $1568 the 
previous day. Immediately on the opening the stock sold off to $1.25 with little 
or no support, but it cannot be said that the short sales of Chesler and Knight 
contributed to the break as their sales’took place’after the sharp opening 
recession and at prices ranging from $1,06 = $1.20, Similarly the short selling 
by Chesler of 26,800 shares on llth September took place after the break in the 
market price, It is only fair to say, however, that the short sales by Cheslor 
on 10th and llth September did not help Brooks! situation and only added to his 
troubles at a most difficult time, In fact Chesler has admitted that such 
was his purpose, 


Chesler continued to sell short up to the end of September, Schedule 
"B" has been prepared showing particulars of his trading up to 24th October, 
He commenced trading by assuming a temporary short position of 25,000 shares on 
20th August, He covered on 22nd August and did not trade again in Eldona until 
lOth September when he took a definite substantial short position, During the 
period 22nd August to 10th September the price of Eldona was subject to moves 
upward and downward but none of these fluctuations can be attributed to any 
trading by Chesler, 
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H,W, Knight, Jr., has been mentioned in this report as having sold 
short on various occasions and it has been alleged by Brooks that he was a ~ 
member of the group which attempted to break the market price of the shares, 

We find that although Knight did sell short on occasions, his trading was not 

for the purpose alleged, He traded extensively, the totals being 294,700 shares 
bought and sold during the period 19th August to 8th October, but he was 
principally on the long side throughout and his trading obviously consisted of 
trying to follow’the market action of the stock to his advantage, In this he 

was unsuccessful, 


Brooks has stated that on 16th September in particular Eldona was 
subjected to 4 heavy raid the latter part of the day accompanied by large scale 
short selling, We have reviewed the Exchange report and it, together with other 
information in our possession, has led to the conclusion that no raid did in 
fact take place, nor was short selling particularly in evidence, A total 
of 572,025 shares were sold on the Exchange during the day, Short scllers were 
twenty~seven in number, their total short sales amounting to 20,000 shares, an 
average of less than 1,000 shares per person, The largest individual short 
sale was for 5,000 shares, Selling by member firms for their own and partner 
accounts was moderate and of no significance with one possible exception, namely, 
a partner of Draper Dobie & Company who sold 20,000 sharés in liquidation of a 
long position carried over from trading on previous’ days. On the other’ hand, 
liquidation by the general public was quite evident, On this day Brooks, after 
selling 130,000 shares on the Exchange, repurchased 166,300 shares, the bulk 
of which he claims was in support of the market, 


Nowhere throughout the entire period was there evidence of any 
organized selling or short selling and we must find that Brooks was in error in 
contending that it was pressure from these sources that was responsible for the 
treak in the market price, On the contrary, trading in and out of Hldona was 
widespread and general by all classes, broker, professional and public, and the 
market was very sensitive to news, good or bad, from the property as well as ° 
numerous rumours which were circulating around Bay Street during the operation, 


We have appended as Schedule "H" an analysis of the trading for the 
period 15th August to 2th August and 10th September which classifies the 
purchases and sales of the various trading groups showing the participation 
percentage of each group, 


As has been previously mentioned in this report, the member firm 
of J,P,Cannon & Company acted as the principal broker for Brooks! trading on 
the Exchange, During the period 15th August to 30th September, Lois they, 
purchased for the account of Brooks 539,200’ shares and sold for his account 
1,134,100 shares, Their representative, J,T, Cannon, who is a partner and their 
chief trader on the Exchange, was closely in touch with Brooks during the operat~ 
lon and, according to Brooks, was kept fully informed of developments throughout, 


Members of the Cannon family, principally J.T, Cannon, traded 
extensively in Eldona, and in view of this, and the more or less preferred 
position of this member firm, Schedule "F" has been’ prepared setting out details 
of the family's trading in Eldona during the period, © It will be noted from 
Schedule "F" that they purchased 519,300 and sold 517,800 shares for’ an apparent 
profit of approximately $44,000.00. It has been suggested that J.T, Cannon 
had traded against Brooks from time to time, A comparison of the Cannon trading 
with the trading of Brooks through J.P. Cannon & Company was made and is shown 
on’ Schedule "Gi, 


We did not find that Cannon traded against Brooks, but are of the 
opinion he greatly benefited as the result of his preferred position in relation 


to Brooks, 


We have cormented at some length on the highlights of the Eldona 
trading during the period under review and we now propose to summarize generally. 


Dealing firstly with the allegations of illegal short selling we are 
of the opinion that the short selling regulation which was then in effect and 
read = "No short sale of a security shall be made on this Exchange below the 
price at which the last sale of a board lot of the security was effected on the 
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Exchange" was not consistently observed, Experienced floor traders have 
advised us that due to the lack of any provision for notification whether a 
sale was short or not, the floor trader was often unaware of the situation’ and 
consequently had no opportunity to observe the intention of the regulation, 


We have been unable to prove its non-observance for the following 
reasons, During such a tremendous volume of trading the timing of the Exchange 
tickets did not necessarily represent the actual time of the transactions, The 
only recorded time shown for any transaction was on the Exchange tickets which 
were filled in from information on the floor Slips made up by the selling 
floor trader at the conclusion of each transaction on the floor, The selling 
trader then had the buying trader place his initials on the floor slip and 
only then was it handed to the trading post for time stamping, The floor 
Slips accumulated in considerable numbers in the hands of the traders before 
being handed to thé Exchange clerk, so that when he did have an opportunity 
to time stamp them, the time stamped did not always represent the time of the 
execution of the transaction, It will be seen that in a busy market such as 
Eldona it is conceivable that several minutes might elapse before the slips 
are stamped and that the trades might not show in their propér sequence, Thus 
we were unable to definitely prove violations of this By-Law. This is not a’ 
criticism of the machinery of the Toronto Stock Exchange, which, we are told, 
is the most modern on the Continent, It appears to be an insoluble problem 
which arises in such unusually heavy trading operations, Since our investigation 
was commenced the Toronto Stock Exchange has amended its short selling 
regulation so that its intention can be more easily enforced and violations 
more easily detected, We aré told now that the amended regulation has 
worked satisfactorily to date, 


Secondly as to Brooks! method of trading, as we stated before, he 
followed a pattern which has been common on the Toronto Stock Exchange for some 
years, it is known as trading in support of a market. However, mere ctston 
will not’ make it legal if it is, in fact, in breach of our Criminal Code, 

The section of our Code which refers to market manipulations is section 444 

which reads in part as follows - "Everyone is guilty of an indictable offence 
and liable to seven years imprisonment who conspires with any other person by 
deceit or falsehood or’ other fraudulent means....eeseeeeetO affect the public 


Harket price of stocks, Shares..i.¢s..sedp., cuhere. such deceit or falsehood or 
other fraudulent means would or would not amount to a false pretence as 
hereinbefore defined," The gist of the offence under the section is that the 


manipulation must be done in conspiracy with one or more persons and must be 
effected by deceit, falschood or other fraudulent means, 


The deceit or falsehood contemplated by the section are not confined 
to false statements or reports but, in our opinion, a course of conduct such 
as a method of trading, if fraudulent and done in conspiracy with another, 
would constitute a breach of the section, 


We cannot find that Brooks or any other traders acted in conspiracy 
in such a manner as to bring them within the provisions of section 444, Con- 
sequently we do not recormend any prosecutions, 


Here we point out that the practice of supporting a market by trading 
on balance as known on the Toronto Stock Exchange is not permitted in the United 
States, There the facilities of National Stock Exchanges are not used to 
effect primary distribution of securities, They are used only toefffect trading 
transactions or secondary distribution, We realize that the same problem of 
financing speculative mining ventures does not present itself to the American 
public as to us, But we nevertheless feel that a Stock Iixchange, being a public 
market place, no person or persons should be allowed through’ a method of trading 
to be able to dictate the price of a stock at any given time, The public is 
entitled to expect that the price quotations of a stock listed on an Exchange 
is an appraisal of the value of that stock due to a series of actual sales 
between various persons dealing at arms! length in a free and’ open market, 

As has been held in the case of United States vs, Brown et al, , (1933) 5 Fed, 
Supp. 81 - ~ "If the market for a stock listed on an Exchange is a manipulated 
or controlled market, in which a group of insiders, in order to enable themselves 
profitably to dispose of their holdings, are artificially raising the quoted 
price of the stock on the only market to which any man who wishes to purchase 
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that stock would inevitably resort, and an outsider buys in that market he 
obviously pays more - - how much more perhaps cannot be estimated, and in any 
event in a criminal case of this kind is not material = than he would have paid 
in a free and open market and hence is a victim of unfair dealing by the 
DUSLGeYS, y Geis enuitied to Pair dealing and shouldiceurit; " 


In our view the legality of trading on balance for the purpose 
of supporting or maintaining a market is a matter that will have to be decided 
eventually in our Criminal Courts, We have recommended to the Securities 
Commission that representations be made to the Minister of Justice for an 
amendment to the Criminal Code covering trading practices, This recommendation 
was made with the full support of the Management Committee of the Toronto Stock 
Exchange and we have hopes that the amendment will be enacted at the present 
session of Parliament, 


During our extensive’ investigation into this operation, certain 
technical violations of the By-Laws and Regulations of the Toronto Stock 
Exchange were revealed, As these did not contribute to the fluctuation in the 
price of Eldona we have not felt it necessary to mention them in this report, 
We are, however, passing on the evidence concerning these violations to the 
Management Committee of the Exchange and we are assured by that body that 
appropriate action will be taken, 


In conclusion our findings are that the rapid rise in the price of 
Hldona was caused primarily by the unusual speculative ardour of the general’ 
public at a time when the first sensational values of hole U36 were obtained, 
This public ardour was accompanied by and to some extent induced by the 
vigorous market support of Brooks, Also the fairly widespread knowledge that 
independent engineers had been invited to and did examine the property, some of 
whom purchased substantial blocks of thé stock at prices over $2,00, added to 
the optimism of the bullish speculators, The break on 1Oth September, was, 
in our opinion, primarly due to the failure of hole U4l to return the values 
hoped for and expected, Liquidation by professional traders and short selling 
on that day which resulted in the inability or unwillingness of Brooks to 
further support the market at the then price level contributed to the wide 
recession after the break, 


The property was not examined by us, but the advertising issued by 
Brooks and the company consisted, in the main, of factual progress reports 
submitted by the company's engineers, and there was ho evidence before us that 
they were false or misleading in any material aspect, 


Shee SO COnNCT, 
senior Solicitor 


sais: OW Late 
Chief Auditor 


L,H, Wetmore, 
Auditor 


TORONTO, APRIL 15th, 1948, 
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Summary of Trading in Shares of Eldona Gold Mines Limited 


by Stuyvesant-North Limited 


_for the Period from August 15th to September 30th, 1947 _ 





Trading by Stuyvesant-North Limited 



































Non-T.S.E. 
Trading Total Shares T,S.E. Transactions Transactions Total Values 
Date Bought Sold Bought. Sold Bought Sold Dr. or. 
Bal, Fwd. 12,500 12,500 $ 3,472.79 $ 
Jug. 15 19,000 126, 600 19,000 4,000 112,600 7,862.50 43,692.97 
1s 54,500 197,600 54,500 144,100 53,700 33,078.75 104,536.10 
19 113,000 199,500 113,000 162,000 37,500 80,272.50 130, 609.50 
20 # 200,000 
136,000 252,900 136,000 189,400 200, 000 63,500 176,345.00 186,164.23 
21 102,500 23,000 102,500 8,000 15,000 76,147.50 15,925.37 
22 4 37,000 190,500 F Apso 171,700 18,800 4 37190 ioe 135,410.40 
25 5,000 5,000 300.00 
2203900 76;400 207,900 17,900 13,000 58,500 20h, 51,2.25 70,630.89 
26 46,000 126,500 37,400 102,300 8,600 2h, ,200 68,320.00 190,886.99 
27 g 10,000 g 10,000 ¢ 23,900.00 
## 300,000 2 : : 
217,600 58,000 206,000 8,000 311, 600 50,000 660,810.00 134,461.25 
28 g 10,000 g 10,900 g 23,600,00 
103,900 28,800 1032900 21,200 - 7,600 2307801. 50 66,288.00 
29 58,400 115,000 57,400 85,000 1,000 30,000 128,973.50 241,778.00 
Sept. 2 37,200 59,500 33,200 373100 4,000 223400 82,622.00 1293259,00 
; F ose 53,400 j SOS 28,000 - 25,00 F aiiatcs 91,948.00 
[001 5,200.00 
56,300 37; 700 56,300 165409 - 21,300 9s, 529.00 625471.25 
5 143,200 79 600 1425300 46,600 900 33,000 250,975.00 138,551.50 
8 55,500 102,500 55,500 38,400 - 64,100 98,564.00 175,149.25 
ie 73,000 , 273200 53,000 4 23500 20,000 5,700 128,406.00 c 50,277.75 
300% 4,2, ,000 15,920.00 
73,990 192,509 73,609 170,990 309 22,500 81,001.00 227,269.25 
n 233,500 18,799 23,300 10,100 200 8,600 26; 798.00 21,336.50 
6 3 een 295500 4 fens 10,000 - 19,509 J 553,220.00 31,325.00 
> 52,000.00 
; 210,700 213800 200; 500 16,100 10,200 5,700 2755401. 00 29,024.50 
1 166,300 167,800 166,300 130,300 5 37, 500 269,874.00 254,574.25 
x 219,900 A 20831000 219,900 , Boas - 4,000 341,049.00 y 315,160.50 
2 > 3000 ’ 5,750.00 
a Spe 1215500 37,300 8,000 37,500 46,679.00 145,225.75 
ae ess Aloe ee o - 1,700 83493.00 2,146.25 
Bs eae 29 3700 8,500 - - 8,510.00 10,557.50 
es ee ee ee 
2 : 2 . : 
es BED Te 27,600 5,600 = 25100 35,308.00 9,402.25 
ee aes a7 ee 12,100 - - 27,00 14,806,090 32,558.50 
Bc Baik tp 15709 133100 = 5,000 1,959.00 193938;00 
BO aa? ea 0, 200 ae 134,00 - 6,800 2,484.00 21, 652,00 
1 S 0,' snes eaves - 11,127.00 = : 
2,791,200 2,548,900 2,220,900 1,724, 500 570,300 824,400 $3,485,448.29 $3,040, 746,70 
ee eran 2371 900 2,340,900 1,770,500 70,300 824,00 $3,440, 698.29 $3,092,416.70 
Saas see — 120,000 __46,000 ney 175,250.00 51,670.00 
GON ae 948,900 2,220,900 1, 72,500 ieee 824,400 32 5,448.29 3,040, 746.70 
——_—— 500, 20,000.00 
2,791,200 2,548,909 2,220,900 1,724, 500 570,300 82,400 $3,485,448.29 $3,040, 746.70 
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Under an agreement between L.R. Brooks and H.R. Bain, 


During the period 


By agreement dated 15th August, 1947, 
$70,090.00 payable by 22nd August and 
12th February, 19468. 


—= 


the latter assumed the liability for a certain number of shares purchased and sold by Stuyvesant-North Limit ed. 





SS 


» purchases totalling 120,000 shares and sales totalling 46,000 shares wore allocated to Bain, 


Balances 


Money 
3 3,472.79 


32,357.68(Cr.) 


103 815.03 
154,152.03 


163,971.26 
103 749.13 
209,184.53 


109,573.17 
232,140.16 


270,308.59 


111}222.09 
298,407.59 
251,780.59 
275,019.59 


271,877.3h 
384,300, 8h, 
307,715.59 
385,813. 8h 


285,495.59 
290,957.59 
314, 852.59 


509,229.09 
52h, 528,84 
550,397.3h 


4,57; 600.59 
463,947.34 
1,61,899. 8h 
168, 668.3) 


188 ,52h.09 
470,771.59 
152;'1h2.59 
133,574.59 
ALM, 701.59. 


" 
" 


" 
1 


Stock 


12,500 


85,100(Short) 


228, 1,00 
314,900 


231,800 
152,300 
303,800 


194,300 
274,800 


174,800 


239,900 
183,300 
161; 000 
171,500 


1703100 
233,700 
186,700 
230, 500 


152,900 
157,700 
178, 600 


327,500 
326; 000 
337,200 


2583000 
262; 800 
261,000 
266,800 


281,700 
266,009 
249,600 
231, 600 
242,300 


" 


T.S.E. 
Volume 


64,100 
1,01, 000 
610,900 


629,950 
396,000 
1,87, 650 


753,200 
1,073,550 


1,286,825 


710,300 
827,850 
489,428 
492,700 


43100 
646,550 
201,100 
181,100 


1,000; 750 
267,575 
233 , 500 


439,100 
572,025 
7,132 


383, 950 
14,7; 900 

95,150 
106,200 


114,250 
4,175 
102,150 
107,750 
122,150 
14,176,060 


between Eldona Gold Mines Limited and Stuyvesant-North Limited, the latter fimily purchased 200,000 sharés at 35¢ per share ~ 
was granted option on 300,000 shares (100,000 shares @ 4O¢, 100,000 @ 50¢, 100,000 @ 60¢, total $150,000.00) to be taken up by 
Dates of actual purchase were August 20th 200,000 shares and August 27th 300,000 shares, - 


Schedule "A" 


Daily Price 
Range (1.S.E.) 
Low High 
32 45 
343 362 
63 «72 
oak 80 
165 «78 
«66 80 
a2 1:00 
97 a) 
2.10 2.60 
2:10 2.50 
1.80 2.38 
2.00 2.35 
1,65 1,89 
1345 1.79 
1.59 1.83 
1.65 1,80 
1.66 1.79 
1,00 1.60 
1.03 1320 
1.00 1.13 
1.20 DD 
1.45 1,68 
1.30 1.64 
1:10 1.31 
1.20 1.35 
1.20 1.32 
Ang} 1.25 
1.13 1,30 
1.15 1525 
1,10 1.18 
1,00 1.15 
1.00 1.06 





oy oe 
te 
BAe it 


= 

a 
iby 

is 
ake 





mie. 
te ae 
> die py 
\ We 
i 
Ar: 
> 
fers 
ret ae 
Pa yes 2 , 
i 2% 
" 4 
ay ey ae 
TABS Dea ; 
- 


: RS Rent way. 2: 


ri 7h!) Aaht i «, to sidag ip. ¥ ‘ ial. Yahi : A Pie i A ie, 
ay ONL: > ae a siuhe iS * Pao , . i 2 os 













, BAR an 
EAD at 
alt 











/ ; 7 1s 2 
4 i’ 
* \! hu 7 
j beige Beh! « rsh : 2 
" " MM Bh ae: 
ht «yer te : 
4 ” ‘ 
» cu rv 
" ty Fact gd len f 
R f 
Pe ee 
: hd erat Caw t 
, " \ 
\ ai i 
’ PO ee 
. ft =F 
a = 
4 
a 
othe Ke \ a 
a . 
ps 
ant n a 
MeL. bei at aid 
bo ae Crt * ; fie y oe 
‘ f f ood San ‘ \ i ee 
- " i i 4 @ Fe Mies | 
Ws, ee Fi t t 4 > i 
i +3 ek Ah \ re Ne ‘, 
Vy ight t .f 
1.0% iw eer 5 
‘ 
ve , ¥? et 
{ Tha! iM A 
5 
f \ 
* 
7 J iy cr. 
% . r > 
. : a i Py 
o\ ¢ > Sy if 
. i > 
, i \ 
¥ ni ste ar 
R j 
! . 
< » y { 
‘ ‘ i ‘ 
q a hy ] " ove ae € 
. j 5 
{ ten * wh 5 
s & ’ ~ 2 
* 
i 4 
j of | we 
‘ i : 
“ty F & ’ 
mn rf ral 
ie 8 “He s ¥ 
Sere NS, ae + 7 7 : 
' 
ee : ig 
51 7 e% x »; 
Vike 
4% “xd "s 
‘ . i 
’ ds 
‘a | ad 
bee ’ — 
. 1 
\ b 
Fad ' - 
ae 
vee 
' a a x “ H 
AY 4 oem Wate! a . 
Y ‘ * 7 
.$h Pe ps at 4) i ; 
if , » 
7 tu x ie + ‘ 1 ; 
a \ On 
* 7 * mp 
. 
a i> 
i; {\ w ae 5 > 
" cin ~ arb : 
ra LA he at a ek ar | > 


. ) oeeurterd” “oS. LEAS ab toext 


i 
5aot 





He Ie 


a 


Schedule "Bil 


























Sumasry of Verified Wash Sales in Shares of Widona Gold Iiines Limited 
by Stuyvesant-North Limited 
During the Period from August 15th to September 12th, 1947 
No. of Selling Broker Buying Broker 
1947 Ticket No. Time Shares Price Client Seller Original ditney Client Buyer Original Jitney 
jug, 18 211763 10:58 2,000 255 Stuyvesant Cannon L.R. Brooks Breckenridge 
211 863 11:29 1,500 .60 My u Leslie Stuyvesant Frane 
241861 11:29 2,000 729 wv a D i) 
OLALL: 12:15 1,000 oy) v Ht Leslie H Cannon. vans 
85498 11:23 1,060 60 u u i 4 w " 
035709 2:17 1,000 ~60 m Bt Evans wl T.A, Richardson 
085733 2:17 2,000 60 au @ Leslie D " 
9,500 
Aug. 19 02158 1¢:h2 1,009 267, mt i Stewart U) Thomson & Co, 
002159 10:42 3,900. «67, iy a Leslie Wl My 
O8E01L5 +10. wt Stewart Wt T.A. Richardson 
02198: 10 i} w mt i Breckenridge 
166658, 1,000 tO " Ww vans U T,A. Richardson 
1:40 590 +70 u " " W Breckenridce 
02782 2:43 fie) m t a lilttenhouse 
36368 2:13 «70 u " u Hooney 
86356 BBE «10 w 4 Thomson & Co. 
242317, IBIS Atay, " i it " 
$,090 ate i " " T.A. Richardson 
5,000 até} a a Hevenoz> it Breckenridge 
1,000. “77 mM Hy Leslie O) 1 & Co. 
03154, 11:30 2,000 UT " ol " " Breckenridge 
166610 11:30 45500 17 " " " Burns 
Wy, 500 


Aug. 21 87580 3:00 2,000 saps " " Leslie ” Cannon Evans 
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mary of Verified Wash Sales in Shares of Dldona Gold Mines Limited 
by Stuyvesant-North Limited ; 
_During the Period from August 15th to September 12th, L947 














No. of Selling Broker Buying Broker 
1947 Ticket No. Shares Price Glient Seller Original Jtney Client Buyer Original Jitnoy 
hug. 22 OTLL 1,000 12 Stuyvesant Cannon Frame Stuyvesant Cannon Evans 
OL78h 1,090 69 y st ¥ W Thomson & Co, 
087681 10:13 2,000 69, aw tt wu W Bellinger 
24,3116 10:24 1,000 68 uy a ty U} Rittenhouse 
243112 10:24 1,000 68 i a o a Pooler 
168134, 10:26 1,000 208 ft 0 M G Leslie 
243213 12:34 500 : 70 " uw Hemenor tt Evans 
05348 12:20 1,999 “16 " W Stewart ne Thomson & Co. 
005325 12:31 509 “6 lt Ht wy WY looney, 
168716 2:16 500. “17 a it Hevenor Wy Cannon Treme 
9,500 
Aug. 25 088717, 12:42 2,000 -98 a} ft Leslie it Bain 
88762 12:45 1,900 +98 w " Harcourt u) Thomson & Co. 
088763 12:45 1,090 98 uy 0 MacDonald WY H 
088797 12:h7 2,990 oek) m " Harcourt " Bellinger 
6,000 
Aug. 26 090381 Uh 900 1.52 " u Ferguson " Leslic 
2b 293 1:53 2,000 1.58 0 a Hevener u Thomson & Co. 
2HL291, 1:53 600 1.59 X n 4 t " 
2b1295 1:53 1,400 1.59 M " tt " W 
28035E 1:56 13000 1.62 " " " " " 
5,900 
Aug. 27 282174 2:30 2,000. 2.40 " ol hooney " Pooler 
Aug. 29 247916 12:6 4,000 2.20 w " " TA. Richardson 
247905 12:46 1,000 2.20 0 M Hevenor H y 
24,7904 12:46 14500 2,20 " " Evans " @ 
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180082 
160083 
180104 
180051 
246874 


OLOLII 
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181693 
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299951 
290052 
290062 
290064 
290566 
299067 
183984 
183980 
100513 
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Swmary of Verificd Wash Sales in Shares of Eldono Gold Hines Limited 


by Stuyvesant-North Limited 


es During the Period from August 15th to September 12th, 1947 
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Stuyvesant 


Selling 
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Cannon 


Pooler 
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1947 


Sept. 8 


Sept. 9 


Sept. 10 


Sept, 12 


Ticket No. 


290851 
101050 
101052 
290919 
101043 
290943 
101109 
101110 
101115 
10118 


013453 
101.78 
101185 
184851 


13570 


V9), 
185592 


292465 
103103 
164,32 
16450 


188859 


No, of 

Tine Shares 

11:28 2,000 
12:29 2,000 
11:30 500 
12:32 100 
11:32 500 
42:37 700 
11:38 100 
12:38 200 
12:39 100 
11:39 200 
12:40 100 
11:42 200 
aalyon 1,400 
EAL 2,000 
10:48 1,300 
12:53 1,000 
12,1400 

10:00 1,000 
10:02 3,000 
40:02 2,000 
10:15 1,500 
10:15 1,000 
§,500 

12:14 1,000 
12:14 2,000 
2:35 3,000 

2:37 21,000 

7,000 

10:01 3,900 





Grand Total 132,100 


= es 


Summary of Verified fash Sales in Shares of fldona Gold Mines Limited 


by Stuyvesant-North Limited 


During the Period from August 15th to September 12th, 1947 


Price 
1.7% 
1.95 
1.95 
1,76 


1.10 
1.15 
1.14 


1,12 


Client Seller 


Stuyvesant 





Selling Broker 





Original Jitney Client Buyer 
Pooler Woodham Stuyvesant 
" " " 
" u " 
n " u 
" u " 
n " " 
0 " " 
w " " 
" u " 
" W " 
IY Harcourt aw 
u " " 
a Woodham it 
mn Mooney ul 
uv Harcourt a 
3 Mooney. u 
Cannon Ww 
Pooler v 
" " 
" " 
" t 
" " 
" W 
Pooler mu 
W it 
uu Prescott B 
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Buying Broker 
Original Jitney 


Wills 
Bellinger 
Cannon 

n 
Wills 
Bellinger 
Thomson & Co, 
Cannon 

" 
Thomson & Co, 
Cannon 
Doherty 
Wills 
Doherty, 
Wills 


Cannon 


TA, Richardson 


Canon Stewart 


it Hevenor 


Thomson & Co, 





» 





. ' i : ; Td ¢ ‘ “aa 
» ie Aes y 2 es tp 
Ve mes 1 i Se 
‘ ‘ : 
’ se Fil ur 
* Varese | Ls Par “ 
a 
ae 4 faa 
eee ae inal 
t Ui 
4 
f Mi eet ory 
i ; i f “at eet re 
* 
| 3, 
oes 
‘ . eae ao J 
i 
= . a 
7 F : ae ee 
t 
t * bare 
+9 ae 
*s = 
i ‘ sem 
' iy ree 
f ‘ ai * 5 
Lah, 4 x } 
a: a ge 
ih 
,,ee 
ar 7 
5 
ba! J 1 
l us q 7 
i - 
ie y 
* 
\ = 
“> 
5 vw 7 
," a a f 
h 
Ms r ‘ om 
i r { A j 
ve } of ! % t ne aha 
a ‘ 
; ' f » wee 
5 _ a * r ‘oak re : 
i a. 
he i 
Aas ‘ : 
; Re 
' 4 
ee ek , ae 
Yor z 
Wirt od ‘ co A 
a ' = 7 
1, i 4 ' . 
\ " Ps 4 ag 
‘ y f . { 7 a f 
abc) ‘ Ls ° Nie a : 
-"y F : ‘ : i 
a) el Porth re 
eee , Wy 





ek & 
"os Pert ed ee 
ae a? ae ‘ E c Rei os 
= ¥ 7 yo 
; a ate 
5 . £3 Soe 8 noes 
fr ms Pane 
re 3 
o 
: | 
‘ ge! as ' Sean 
U fon age 
Py 
ere Pe 3 Pay 0k a 
j sae an air) wn, i's 
vi. ie ie . Ea ue rs 





Se 





+ oo 
* . a A 
i Poa | - 
ee} } 
- — y 
f 5 a re thy 
* iw? . A 
ripe ys wid | 
=e 
‘ aon oe v* 
rd we E i 
aM SP @ | 
: i 
é 
vie oe 
rs -* rs t 
6, >a abe 
, 
mut g a uP 
‘ ‘ ‘7: ‘4 +” 
™ 
ny es 
: t 
- oe 
A r > i 
* * ee 
ein sp 
as = 
& Ane 
s 
4 
xe | . 
' 
| + 
F. . 
Kg : 
be ; 
re id 
. 
. ; 
~~ & 
5 4 - 
ge SE : 
+ F Mi 
avs 





) 
AA 





7a Ye : : 
a 
v ee | 
(4 =, 
od _—  — 
uc al Pravin ok ae ee 
Janek ae LY ian ale 
sean 
rae ft’ 
: 5 
cK oN Meee 
Bi Rw Pte 






Schedule "Ci 


Summary of Trading by Brokers in Shares of Eldona 
for the account of Stuyvesant-North Limited 
During the Period from August 15th to September 12th, 1947 
(Showing Transactions Jitneyed_ on the Toronto Stock Exchange) 


Total Shares Jitney Transactions 


Broker Bought Sold Bought sold 
T.9.4. liembers 

Bain 72,800 79 4,00 

Bellinger 112,000 

Biggar 1,700 

Breckenridge LD 00 11,000 

Burns 65,000 

Cannon 422,400 940, 000 106, 700 467,200 

Doherty Os 500 2,000 

Frame 10, 000 5,000 

Gardiner 18, 600 

King 1,800 

Leslie & (Co, .. io, 30,400 1,000 

Mooney 68,500 

Pooler 78 ,'700 221,600 54,900 

MECH ALOsOie. Lat, 198, '700 

Rittenhouse 26,200 6,500 

Robertson 4, 500 

Thomson & Co, 320, 100 20,000 5,000 

Watson 900 

Wills 35,900 

Woodhams 1,000 

1,623,100 15.2935 °700 111,700 522, OO 

Brook & Co, T.L. 26,800 438,900 pecan rented 
Picard & Fleming ~ 800 
Leslie & Co., GE, (Mtl. ) Be, 600) eer se) 


1,687,700 1,987, 600 


Number of Brokers trading for Stuyvesant-North Limited during period - 


Brokers trading directly for Stuyvesant-North 23 
Brokers acting as jitneys in the trading 1g 
| AL 

Less - Brokers trading directly and acting 
as jitneys me 
Total Brokers trading for Stuyvesant-North 36 


The following Brokers acted as jitneys - 
For Cannon - Chisholm, Evans, Ferguson, Frame, Harcourt, Hevenor, 
Leslic, MacDonald, McFetrick, Mooney, Rennic, Stewart, 
Watson and Woodhams 


For Pooler = Harcourt, Mooney, Nicholson, Playfair, Prescott and 
Williams 


For Thomson ~ J. Richardson & Sons 
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Schedule "pi 
Summary of Short Selling and Short Covering in Shares of Eldona Gold M nes Limited 
Included in Accounts Trading 5,000 Shares and Over through the Toronto Stock Exchange 
for the Period from hugust 15th to September 12th, 1947 











Selling and Short Covering _ Stuyvesant 

i i % of Short Daily North Ltd, 
Trading Net Trading Selling to T.S.E. Price Range Net Trading on Day 
Date — on Day T.S.E, Volume Volume Low (2.-S.E. only) 














Aug, 15 8,990 (Short) ly 64,100 332 15,000 
18 20,800 4,600 16,200 4 401,000 13 89,600 (Short) 
19 36,200 10,000 26,200 u} oy 610,900 63 72 49,000 " 
20 61, 600 13,600 48,000 " x 9.5 629,959 “7 «80 53,400 Ww 
21 15,000 26,100 11,100 3 396,000 +65 78 91.500 
22 7,500 31,509 24,000 alg 187, 650 266 -80 132,700" 
25 54,390 14,209 40,100 4 5.5 753,200 “72 1,00 155,000 
26 31,700 70,200 38,500 Pa 1,073,550 97 IS 64,900 w 
27 3h, 4OO 32,300 2,100 " 2 1,286,825 2.10 2.60 186,009 
28 14,500 22,100 7,600: 2 710,300 2.10 2.50 7125700 
29 31,809 1,900 3.3 827,850 1.80 2.38 27,600 1" 
Sept, 2 16,500 5,700 1" 34h 489,428 2.00 2.35 3,900" 
3 13,900. 2,700 " 2.6 492,700 1.65 1.89 
h 10,509 4,000 2.4 14,3 5100 1.45 1.79 
5 33,909 28,900 " 49 646,550 1.59 1.83 
8 4,033 3,199 1.5 201,100 1.65 1.80 
9 3,990 19,000 1.6 181,100 1.66 1,79 
1¢ 61,909 12700, tt 6.4 1,000,750 1,00 1,60 " 
11 49,00 33,100 17.7 267,575 1.03 1.20 
12 —12;400 43 233 500 1,00 1,13 
112,000 (Short) 11,197,128 








Percentage of Total Short Sales to Total T.S.B. Volume 4.6% 





Note #1 - The figures shown in this colum headed "Shares Bought to Cover"! represent purchases to cover short sales which occurred, for the most part, on prior days 


within the period of the schedule, They do not necessarily represent purchases made to cover short sales executed the same day as the purchases. It 


follows that the total of 112,930 skares show in !Net Trading on Day" column is the accumulative total of short sales, within the period of the schedule, 
which were not covered within that period. 
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Schedule "5" 
Schedule of Trading in Shares of Bldona Gold liines Limited 
by L.A, Chesler, Customers! Nan with Draper Dobie & Co. 
for the Period from August 15th to October 2hth, 1947 




















Trading Total Shares : Value 
Date Broker Agent Bought Sold Frice Range Dre ore Short Position 
1947 : ; 
Aug. 29 Dobic 29,000 77 «78 14,844.72 
20 Watt 5,000 78 3,817.20 25,000 
22 Dobie 25,000 “Th 2B 18,475.00 : g 
Sept.10 Dobie 39,700 1.15 1.20 46,188.90 39,700 
i Dobie Adjustment * 3 4.7640 
al Dobie 26,809 1.05 nab 27,842.00 66,509 
15 Angus 15,099 1.25 18,375.00 81,500 
29 Dobie 3,000 “1,05 3,075.00 84,500 
Oct, 2 Dobie 1.06 8, 424,00 76,700 
3 Dobie 1.06 1.07 3,458.00 73 500 
7 Dobie 1,08 3,080.00 70,709 
8 Dobie 1.06 1:07 12, 866;00 
8 Angus 1,06 1.07 3,810,00 56,300 
10 Angus 1:06 1:07 6,299.00 
10 Dobie 1.13 1.20 25,303.00 295500 
lL Dobie 1,18 1,19 1,329.00 
15 (Note #2) 25,000 1,60 less 15} 36,250.00 
15 Debie 9,700 1:17 1220 20 
15 Angus 35909 1,18 1.19 39,800 
16 Dodie 5,009 1.20 34,899 
17 Dubie 6,000 1220 1:30 
17 Angus 800 1,20 Been 26,009 
20 Dobie 2,308 1.36 
20 Angus 600 1.32 23,100 
a Angus 400 1:27 1:30 64,300 
pal Dobie 2,300 1.27 1.28 2,979.09 20,400 
22 Dobie 15,700 1.34 1.35 21,235.00 4,700 
23 Dobie 2,100 1,27 1,28 2,7 2,600 
2h Dobic 23600 1.26 3328300 2 
134,500 134, 500 151,738.00 $ 151,169.22 
Trading Loss 568.78 
$ 151,738.00 
aS 


Note #1 - On or about September 1éth, 1947, BR. Angus of fingus & Company, T.S.E. Members, gave Chesler, at 
the latter's option, a "put" on 25,000 shares @°$1.60 por share, good until 3:00 P,ii, October 15th, 
1947. Chesler paid Angus 15¢ per share (43,750.00) for the put, The put was exercised én ~ 
Octaber 15th by Chesler delivering to Angus tne 25,000 sharcs against payment of 40,009,00, 
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Schedule of Trading in Shares of Eldona Gold Mines Limited 
by J.T, Cannon, J.P. Cannon, G.J. Cannon and lirs. D.J. Cannon 


___for the Period from August 15th to peptember 30th, 1947 





Trading Total Shares Value Stock 
Date Bought Sold Price Range Lush Cm. Position 
1947 . 

Aug. 18 27,000 a 5208 PU oe yoo 

18 17,000 ogee be 10,189.88 10,000 
19 19,000 66 69 12,903.50 
19 2,000 69 ties 16,835.96 5,000 
20 27,000 an e7O |) 20,087, 00 
20 33,000 78 80 25,844.74 1,000 (Short) 
21 46,000 654 eiee 31866, 50 
Pa 42,500 Bas. 78 Buoys) § 25500 
22 30,500 66 765 21,639.50 
Ka 33,500 678 “fg 26,069, 28 500 (Short) 
25 36,000 : wot |. SU, 968,00 ; 
25 29,000 73 Os : 26,339.86 6,500 
26 26,700 Lyo5 (6G 299 Cu 60 : 
26 28,900 ee 43,471.94 4,300 
27 68,200 PLO ey Olen Lhe. 210 8G 
a gg heOy  ea Peale, LA SLO SOO 
28 13500 2lOy verse 969.76 00 
28 20, HO0n, F22 | Omiune, 5O 7 65,011.40 200 
29 22,600 TSO Pe geb 8 Pi Ven 600 
29 195800) 9 t, Goa) zac : 40,858.80 4,000 
Sept, 2 25,500 2500 2518 "4536375400 
2 BOON AAO sees a> 56,404.50 4,000 
5 17,300 | VO en pol oO, G2 OuEC ys 
8 95000. Ou wakes 16,788.10 12,000 
4 10, 700 BENE Nanya sabi palcy eee) ais 
4 TOS OO en OO. 7c 18,440.90 12,000 
5 29,100 diols, We Smen NOeg tee ee 
5 Bo gOOe © OT. ae 3 69,039,350, -) 7s200 
8 10,500 1 Oo ear ey 7 eer 00 ; 
8 TOC Ae elt OO aieuhs 13,639.90 10,000 
9 5,800 1 366m pel. 75 9,932.40 
9 T0008 yom. i, 79 US eee | 8,200 
10 33,100 1S OL et ese ye toe 
10 HO VOOw OG) Bak oEO aye, 52,560.70 800 (Short) 
sal 10,500 Oba. WL Osa ory oO 
ald Ole nai ans O Shoe oO aah OO 
uy 1,000 LO a OG he ale 00 : | 
Ike SOG | beeen, Mth Be eeley ey ab ae), 
15 3,600 155 4,932,00 a ve 
15 SOO me te com. Go. 5,806.40 1,000 
16 1,600 Whe. BAe 7,192.80 . 
16 Spee Oh oe Mac R SERBS) 8,797.20 pb 
7 2h,,4,00 Lee. Wilbie ite os ecb 
17 PlehOO = 1. he L56k 37,917.40 p 
18 12,800 1S. OO ama Ls Ces enG 
18 alee gc1e 6 ce ESE cab | 16,069.60 
508,400 508 , 400 689, 79.20 ao 36 oS (ec 
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Schedule of Trading in Shares of Eldona Gold Mines Limited 
by J.T, Cannon, J,P, Cannon, G,J. Cannon and Mrs. D.J. Cannon 


for the Period from August 15th to September 30th, 1947 __ 





Trading Total Shares Stock 
Date Bought Sold Price Range Dig CLs: Position 
Forward 508, 4.00 508 , 4.00 ciate gio) ee Cy On VIG GIR C yoy eys: p 
1947 
Sept.19 1,300 He pe) 1,26 i OL,.40 
LY BE s1G. 9 pele Ae Heh Ane, p 
22 1,500 teed eae 1,826,00 us 
ae 1,300 We eet OCR LO 200 
23 2,000 BAS digas Pana ORC ; 
ao 2,000 1,20 lepy ae) foo he 06 200 
24 2,000 wae 25456, 00 : 
2h, 1,200 ee 1,25 ; DA SehO 1, 000 
A) 1,000 Vole O20 1293200 
ie) Hs 6.0 Tee aD : ais) 618) Fee) 
Pa 500 1,06 534,00 1,000 
30 2,600 1,00 L,OL 2,625,80 
30 eyo 05 pe 3 Sn 0) 
519,300 517,800 702,369:40 744,531.68 
Long 1500 42,162.28 
5195300. . 519,800 $ 744,531.68 $ 7hh, 531.68 


To Establish Profit on Trading 
Credit Balance as above $ 42,162.28 


Add: 1500 shares long @ $1,03 per share | 1,545.00 


Profit on Trading $ 43,707.28 





eres oe og mars fates 4 
- - PS .adl Sik ar = . at if i 


cam me 8 ye 


Og i. eee A Ae ~ NaS ate ae’ 
8 TERA § eee ae 7 ue 6 


; ; ~ EGR iC it LO CTY 


Ras, Be 
a Be eines es i o 
Se Ree, ; . eerie sop 
oe LR erinrc, Bort ne 





Set ey eves “t' ar + ey mo Ae i 42 spa fad " 
Pe _ ‘ ars ae 
A Pas esheets inch ee Re OD 
Renee 3) kh, Sh | Pees : ALaBe esate aos ea we ae 5 
. ah > the f 
=f of ‘ . cits ao Gpeyit er reMe oe ce 
Peeve Re My 5g Martini sed agg Ted Me Aya Lee al 
a i “~ — jh ag . 7 
, id \ ee ry ln, £ oy a) Ow 
OD Cat’, SRit. TO? Levis’ SAL SOILAe wae a LA 
nl fi ee EN p yet eee az 
yo . . we 
4 + ey ° é, “s th out, fe: ‘| =e dyes j 
"2 Le =e Le : a) 4 
rare . 
os ee era? | Thi 
' ee pettiaes: “ey EOL le ¢ 
ayer ees i . ae 
a - 
5 
rs 
’ ‘4 
' A 
ul 
) + 
. 
ss noes 
: i 
ne 
‘ are 
? i‘ 
? y 
‘ be 
a ¥ a 
. alll F or 7 ce . 
a 4 
Ss 
» ; - : : ia - = : , : 
om 4) wi 7 4 wo ‘ Fi 
i ; ; ¥/ ie’ 1 5 we 
4 Pe | oo fi “1 
9 i a ar P “) =& a : 
; : 4 
j 
’ ’ ; : 
i % “/ » ’ ' 


as 


ee 
. 
a ee 
i 
Pia ty Hs 
: 
ae Se 
Wee he ~~ 


Trading 
Date 


abs 1g 
Age S 
18 
19 
20 
21 


Schedule 'G!t 


Comparison of Trading in Shares of Eldona’Gold Mines Limited 


by Stuyvessnt-North Limited through J.P. Cannon & Co, 
with Trading in the Name of J,T, Cannon, J.P, Cannon, 
G.J. Cannon and Mrs, D,J. Cannon 


for the Period from August 15th to September 30th, 1947 


otuyvesant-North Ltd.,. 


Bought 


9,500 
16,000 
26, 000 
39,500 
30, 500 
10, 500 
25 , 1,00 
12,800 
80, 500 
25,000 
200 
75700 
16, 4,00 
11,700 
32,800 
19, 000 
5,100 
23100 
9,600 
21,100 
39,000 
2,200 
4.55500 
10,600 
100 
14,700 
3,200 
200 
500 


800 
539 5200 


Sold 





1,134,100 


New 
Trading 


on Day 


5, 500 
128,100 
128,000 
105,900 

25,000 
124, 500 
7, 500 
8h, 500 
72,500 
3,800 
53,700 
2, ,200 
3,600 
35200 
Beco 
9,000 
300 
39,900 
1,4 500 
21,100 
39,000 


Jel. Cannon et al 


Bought 


27,000 
19,000 
27,000 
16,000 
30, 500 
36,000 
26,700 
68,200 
13,500 
22,600 
25, 500 
17,300 
10,700 
29,100 


594,900 (Short) 519,300 


LOO 


517,800 


Net 


Trading 
on Day 


10; 000 
5,000 
6,000 
3,500 
3,000 
7,000 
2,200 

10,800 

14,900 
3,800 


8,000 








‘OOF Lt 


ocd ,* 


COM, Sat 


ore : 
WOES, 


DD a 
eT | 
Hy) 


AOS 


aly 
wh 

or 
ree 


“ 


QE, £ 
000.8 
OOS .£ 
Cx) rag t £ 


ODER. (Store). 008 AOS 


sere 


a ih oe 
ap al 

i q ay 
' Pay 


008), 8S 
Cor. Aft 
OOE OE 





OOL MEL, L 


beg tres witnesses relent an J 


, 
3 
Saal a 
. MAN 
+ ‘ 
7] ar 
} “ 
* 
G 
i) 
h 


eee 
fon 
Nay ny 
ic ee 


(GOL tS, 
GOOEY 
008.3 
COE. C8 
O08 0. 


o 
OL.” 
OOF gl 
O08 
Ode a 
OO2 
Os oF2 
pasha man tiered med 





af 


Seg 


= 





Schedule "H' 


Classification of Trading in the Shares of Eldona Gold lfines Limited 
on the Toronto Stock Exchange 


for the Period from August 15th to August 26th and 10th September, 1947 





Member Brokers, Partner, 
Partner Controlled 



































— and 
Stuyvesant-North Ltd, Brooks, L.R. Professional General Public (1) Total (# 
Date 4 Sold Bought Sold Bought. Sold Bought Sold Bought Sold 
Aug. 1s 19,000 1,000 10,700 21,100 3,100 38,500 64,100 63,600 
(30%) (6%) (16%) (33%) (5435) (61%) 
le 500 144,100 15,000 151, 700 51,000 180,300 201,800 401,500 399,900 
(134 (36%) (4) (38%) (13%) (45%) (512) 
al} 123,000 162,000 15,000 143,100 178,900 35k, 500 252,100 610, 600 608,000 
(18%) (272) (2%) (248) (30%) (584) (Ale 
a 20 136,000 189,400 127,250 183,550 364,250 255,550 627,500 628 , 500 
(22%) (305) (20%) (29%) (58%) (12%) 
a 102,500 8,000 118,800 14,2, 000 174,200 21,5, 000 395,500 395,000 
(26%) (2%) (30%) (363) (445) (62%) 
22 39,000 17,700 5,000 140, 650 108,300 302, 000 206 , 650 486,650 1486, 650 
(8%) (35%) (18) (29%) (228) (62%) (43%) 
25 207,900 17,900 186,800 191, 500 362,000 546,300 756,700 755,700 
(27%) 2%) (25%) (26%) (482) (72%) 
26 37,400 102,300 278,900 256,300 761,750 Tk, 650 1,078,050 1,073,250 
(3%) (10%) (25%) (23%) (74) (672) 
709,300 799,400 20,000 15,000 1,157,900 1,135,650 2,533,400 2,460,550 1,20, 600 4,410, 600 
ss (7%) (18%) = = (26%) (26%) (572) (56%) 
Sept .10 73, 600 170,000 162,700 378,900 760,050 453,150 996,350 1,002,050 
(7%) (7a) (173) (38s) (76%) (153) 
——— = —= ——== — —— ———= — ees eee 


x Includes purchases and sales through Banks and Brokers not Members of the Toronto Stock Exchange. 


# These totals are taken from the reports of purchases’and sales submitted by Nember Brokers and 
vary in a small degree with official Exchange totals, 
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ONTARIO, SECURITIES COMMISSION 
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THE SECURITIES ACT, 1945 
RE G. F, COCKBURN AND COMPANY 
JUDGMENT ON REVIEW 


Hearing April 19th, 1948 





The registration of the above-named broker who carried 
on business in the City of Toronto was cancelled by Order of the 
Chairman as of March lst, 1948, 

Mr, Cockburn's wife made application for review of the 
Chairman's decision by the full Commission, 

Naturally the matter being one of considerable importance, 
the Commission meses that Mr. Cockburn or his Office Manager or 
someone having a thorough knowledge of the business would be available 
to make some explanations and representations as to why the registration 
should not be cancelled, 

Mrs, Cockburn really had no knowledge of what went on in the 
business, Besides that, it appears from a communication from Mr, 
Cockburn to his "Clients and Correspondents" dated March llth, 1948 
that he was retiring from the business which would be carried on by one, 
E,A, Manning, Mrs, Cockburn admitted the business had been disposed of 


to Mr, Manning, 


In the circumstances we see no good reason for altering the 


decision of the Chairman of the lst day of March, 1948. 


Toronto, May 31st, 1948 
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THE SECURITIES ACT, 1945 
RE G. H, WOOD AND COMPANY 
ORDER OF THE CHAIRMAN 





‘As the result of a complaint from Mr, William Konency 
and Mr, S,R.Carlson of New Auburn, Wisconsin, an Investigation 
Order was obtained for the purpose of inquiring into the trading 
of units inthe Pete Schwerdt Prospecting Syndicate, 


In the course of the investigation Mr.G,H.Wood was 
examined under oath, It appears that Mr, Wood permitted dis~ 
tribution of these syndicate units to take place from his office 
through a deal made with E,H, Clark at that time business manager 
of the Canadian Mining Review, as nominee for Mr, Peter Schwerdt, 
The advertising in conhection with the sale was done by The 
Canadian Mining Review, charged to Mr, Wood and charged back again 
by Wood to Mr, Clark as Schwerdtts nominee, Telegrams and cir-~ 
culars soliciting purchases over the signature of G.H. Wood and 
Company were prepared by The Canadian Mining Review or A,B. Freer 
and sent out to various prospects, These were charged to G,ii, 
Wood and Company in the first instance and then charged back to 
the monies to be received by Clark as nominee from the sale of the 
units, In general The Canadian Mining Review would appear to be 
the distributor of the units and G,H,Wood and Company merely a 
clearing’ house on the basis of paymentof $1.00 and later $1,50 
per unit, 


When a broker or dealer holds registration from the 
Commission we expect some responsibility on his part, Le 2S ii0G 
contemplated that such registration is to be used merely as a 
conduit pipe for activities of persons distributing securitics 
who do not hold registration themselves, 


f Accordingly the application for registration of 
GH, Wood and Company now pending, is refused, As this is the 
Order of the Chairman it is subject to review by the full 
Commission upon the applicant taking proper steps under the Act, 


v 


Toronto, May 3lst, 1948 
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FOR RELEASE THURSDAY, OCTOBER 28/48 at 3. p.m. 


Mr, O,E, Lemox, K,C., Chairman of the Ontario 
Securities Commission stated to-day that any steps taken regarding 
the market activity of Nicholson Mines Limited are purely routine and 
similar precautions have been taken and will be taken in the future as 
a matter of course in any case in which there is a Spectacular rise in the 
market price of a security, 

The Chairman also stated that the registration of The 
Financial Analyst, (Leonard L, McCarthy, sole proprietor) as an 
investment counsel has been suspended by the Commission, as it is 
considered that this financial sheet is responsible for publishing a 


misleading and unauthorized report regarding Nicholson Mines Limited, 
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